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THE MARKET PLACE 


How to use the facilities of 
America’s leading Exchanges 


Write for Booklet MC6 


FRANCIS I. DUPONT & Co, 
GisHotm & (]APMAN 


A SINGLE CO-PARTNERSHIP 


-AEMBERS NEW YORK STOCK EXCHANGE 
New York Curb Exchange and Commodity Exchanges 


ONE WALL STREET +» NEW YORK 


BOOKS... 


For the Business Man 


RAND McNALLY BANKERS 
DIRECTORY 


Rand McNally & Co. 2,574 pp. $15.00 

The final 1941 edition of the Blue Book is up 
to date as of August. It contains each bank’s 
personnel, directors and latest financial state- 
ment. Federal Deposit Insurance Corporation 
memberships are indicated. All those fea- 
tures, familiar to regular users of the Bankers 
Directory are included. There is a wealth of 
information on all foreign banks, with particular 
attention being given to banks in Central and 
South America. 


THE UNITED STATES 

IN WORLD AFFAIRS 
WHITNEY H. SHEPARDSON and 
WILLIAM O. SCROGGS 


Harper & Bros. 400 pp. $3.50 

The year 1940 was probably one of the strangest 
in history. After months of threats, mobiliza- 
tion and demobilization of armies, war struck 
Europe overnight. Poland, Finland, Norway, 
Denmark, Holland, Belgium and France... this 
book deals with all these countries,—and how 
the tenor of public opinion began to change from 
isolation toward intervention. The change was 
slow and as a matter of fact, as of the present 
date is not complete. National defense, Pan- 
American relations, and world trade during total 
war are discussed. A book well worth reading. 


WAR AND DIPLOMACY 
IN EASTERN ASIA 


CLAUDE A. BUSS 
The Macmillan Co. 570 pp. $5.00 


Dr. Buss has written a very complete and inter- 
esting book on the Sino-Japanese situation. It 
is as much up to date as the rapid movement of 
events permit. The author gives a logical and 
non-partisan appraisal in his record of the diplo- 
matic scene in the Far East. China, Japan, the 
European war and its effect in Asia and the 
foreign owned interests in the Orient are dis- 
cussed without bias. Foreign Trade is given an 
important place in this book, and some very 
common fallacies which the American public has 
long nurtured in its mind are proven to be 
wrong. 


»>>e<«« 
AMERICAN INDUSTRY 
IN THE WAR 
BERNARD M. BARUCH 
Prentice-Hall, Inc. 498 pp. $5.00 
A very timely book. Mr. Baruch, former head 
of the War Industries Board of World War I 
is a recognized authority on industrial mobiliza- 
tion. This book discusses the many problems 
facing American industry today and it also lists 
those commodities most likely to be affected by 
the industrial mobilization program. It con- 
tains the complete text of the report of the War 
Industries Board first issued in 1921. This has 
been brought up to date with editorial footnotes. 
Priorities, price fixing, inflation, waste and 
profiteering are discussed by the author. This 
book should prove to be very valuable not only 
to our officials in Washington, but also to execu- 
tives in business and industry. 

»»>e«K« 
These books may be ordered from The 
Magazine of Wall Street book department. 
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ec ANNOUNCEMENT 
THE TEXAS COMPANY 


(a Delaware corporation) 


135 EAST 42nd STREET, NEW YORK 





HE Texas Corporation, in order to simplify its corporate structure and 

to promote greater efficiency and effect economies, has undergone a 
reorganization, the chief result of which is that the Corporation, in addition 
to its present functions, will carry on those operations formerly conducted 
by the Corporation’s two chief subsidiaries, The Texas Company, a 
Delaware corporation, and The Texas Company, a California corporation. 
To accomplish this end, The Texas Corporation has merged into itself 
The Texas Company (Delaware) and has caused The Texas Company 
(California) to be dissolved. The Texas Corporation has acquired all of 
the assets and assumed all of the liabilities of both companies AND WILL 


HEREAFTER BE KNOWN AS THE TEXAS COMPANY. 


Transactions in stock of the Company after November 1, 1941, may 
be made in the same manner as formerly but under the name of 


THE TEXAS COMPANY 


Stock certificates to be issued by the Company after November 1, 
1941, and until January 1, 1942, will be in the old name but will bear a 
legend indicating the change in name. Beginning January 1, 1942, stock 
certificates will be issued bearing the new name. 


Certificates in the new name will not be ready for delivery prior to 
January 1, 1942. Stockholders are requested not to send their certificates 
in for exchange prior to that date, but promptly after January 1, 1942, 
all stock certificates should be sent to the Company for exchange for 
certificates bearing the new name. For this purpose, no endorsement will 
be required on the old certificates and no charge will be made by the 
Company for such exchange. Certificates should be sent to The Texas 
Company, Stock Transfer Office, 135 East 42nd Street, New York, N. Y. 


No change will be made in the form of the Company’s outstanding 
debentures, or in the manner of selling or exchanging such debentures. 


Ge) THE TEXAS COMPANY 


W. S. S. RODGERS, President 
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National Dary Products Photo 


NOVEMBER 15, 


1941 


As shown by this photograph from the National Dairy Products Corpora- 
tion, we can make textile fibre out of milk—if there is a demand for it and 
if we have enough milk. This war is revolutionizing demand, supply, pro- 
duction so greatly that none can see very far ahead. But for a common 


sense appraisal of the outlook for production and trade over the next 


three to five months turn to page 126. 
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To put it mildly, no considerable 
percentage of small speculators or 
investors manage to garner profits 
in buying and selling common 
slocks. The record is that the 
“public” always has been pretty 
consistently wrong. 

The odd-lot statistics regularly 
compiled by the SEC show that for 
many weeks the “public” has been 
selling stocks on balance. Unless 
we are seeing something quite new 
in the behavior patterns of human 
beings, the chances are overwhelm- 
ing that this pessimistic consensus 
will eventually be proven wrong. 

But against this the SEC statis- 
tics on operations of “insiders” show 
that the Big Shots also have long 
been sellers on balance. Can it be 
that the majority of Big Shots and 
the majority of Little Shots are on 
the same side of the market and 
both right? It’s hard to believe. 

Actually, the reported “insider” 
transactions of themselves have 


Big. Shots and Littl Shots 


scant bearing upon market trend. 
Mr. A, let us say, owns a large block 
of stock of the Great Amalgamated 
Corporation, of which he is Presi- 
dent. The restrictions confronting 
him make speculative operations in 
this stock unattractive. He is more 
likely to sell some of it at every op- 
portunity than to buy more. But 
what does he do with the money 
thus obtained? One thing he can do 
is buy other stocks in quantities 
which do not make him an “insider,” 
under the law, in these situations. 
In many instances this is exactly 
what he does. Naturally, these pur- 
chases are not a matter of public 
record. They more accurately re- 
flect Mr. A’s judgment of the mar- 
ket outlook than his “insider” liqui- 
dation of shares of the Great Aimal- 
gamated Corporation. 

Take another example. Suppose 
Mr. A knows of developments which 
are quite likely to enhance the value 
of Great Amalgamated common 


over the next three to six months. 
He can hold what he already owns 
but the penalty on additional spec- 
ulative purchases for short range ob- 
jectives is prohibitive; so Mr. A sits 
tight. But what is there to prevent 
Mr. A’s wife or sister or niece or 
maiden aunt from getting a sudden 
womanly intuition that Great Amal- 
gamated is a promising speculative 
buy? Or what is to prevent his cou- 
sins or family friends or business as- 
sociates from arriving at the judg- 
ment—quite independent of Mr. A, 
of course!—that the stock is a good 
buy? Such operations are not “in- 
sider” operations and are not re- 
ported. Nevertheless, one would 
class them as “well informed.” 

So the statistical consensus of 
bearishness on the part of “insiders” 
and odd-lotters is more apparent 
than real. Which amounts to say- 
ing that the bearishness of the odd- 
lot’ statistics probably will prove 
bullish, as usual. 
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The Trend of Events 


SHOW DOWN NOW ... Since our last issue the ques- 
tion of whether John Lewis shall get official support in 
his effort to impose the closed shop on the “captive” coal 
mines of the steel industry has been turned back to the 
Mediation Board for second thought. Its recommenda- 
tions may or may not satisfy Lewis, who is just one of 
the more prominent of the professional unioneers whose 
heads these days are much too big for their hats. What- 
ever the Board’s conclusions, they won’t satisfy the 
American people. For this is merely another effort to 
deal with a single strike threat, rather than to come to 
grips with the problem of defense strikes in general and 
the responsibilities and obligations of labor unions in 
particular. 

The time has come for a show down. The basic facts 
are quite simple. Organized labor has been granted 
special privilege by one-sided and unwise legislation. 
That privilege is being outrageously abused. It will 
continue to be abused until the arbitrary power of the 
professional unioneers is curbed by law. Defense needs 
give urgency to the problem but have nothing to do with 
the moral issue. Wrong is wrong. The abuses now 
being committed in the name of Labor—sacred cow of 
spineless and stupid politicians—would be unjustifiable 
and intolerable at any time, defense or no defense. 


The legal imposition of fair and workable standards of 
conduct and procedure upon unions, many of which are 
dominated by self-perpetuating czars, would be heartil) 
approved not only by the general public but by a large 
majority of union members. The wiser heads in organ 
ized labor no doubt know that the longer public opinion 
is flouted on this issue, the greater will be labor’s risk of 
unduly harsh regulation. 

We cannot understand the President’s attitude and 
inertia on this matter. They give his warning that we 
must work “longer hours” a hollow sound. To many 
people—by no means confined to his partisan oppo- 
nents—they make a mockery of his repeated pleas for 
national unity. We can never have national unity while 
organized labor—and the go-getting farm groups—are 
permitted cynically to exploit the defense emergency for 
all that the traffic will bear. 


THE RAILROAD WAGE AWARD ... All things con- 
sidered, the proposed solution of the railroad wage dis- 
pute advanced by the Presidentially-appointed fact- 
finding board is as fair and reasonable as could have 
been expected. 

On the one hand, it takes into account rising living 
costs in suggesting an increase of 131% per cent for the 
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relatively low-paid non-operating workers, against only 
7% per cent for the well-paid operating personnel. On 
the other hand, by clear implication, it recognizes that 
the current prosperity of the railroads is temporary, that 
for years the carriers have earned an inadequate return 
on invested capital and that this return even currently 
is none too high. Apparently the Board does not agree 
that the primary function of the railroads is to provide 
their employees with ever higher wages. 

The Board recommended that the increases be limited 
to the period ending December 31, 1942, which of course 
does not bar subsequent re-appraisal in the light of 
changing economic conditions. The total cost to the 
carriers is estimated at approximately $272,000,000 a 
year, equivalent to more than half of probable net earn- 
ings for 1941. The Board implies that the railroads 
should not be forced to absorb all of this and observes 
that to make it up would require an increase of about 
5 per cent in transportation rates charged the shipping 
and traveling public. It further points out that the 
maximum demands made by the unions could be met 
only by a rate increase of 17 per cent or Government 
subsidy to the carriers. © 

In view of the Aidministration’s pro-labor partisan- 
ship to date, it is not surprising that the immediate 
reaction of the leaders of the railway unions to the 
Board’s reasonable and reasoning recommendations was 
violently hostile. “We wuz robbed!’ We don’t know 
whether they will insist on getting a larger share of their 
excessive demands, under continuing threat of strike. 
It is fairly certain that they would accept the Board's 
proposals if the President would say to them plainly in 
confidence something like this: “Gentlemen, we have 
no intention of taking over the railroads or of meeting 
economically unjustifiable wage increases either by Fed- 
eral subsidy or by unwarranted and undesirable increases 
in freight rates and passenger fares loaded on the Amer- 
ican people.” But we wouldn’t bet much that the Presi- 
dent will say anything of the kind. 


| THE NEUTRALITY SHAM ... This country is not 


neutral by any stretch of the imagination. It long has 
been engaged in undeclared war. We therefore have 
| favored full repeal of the outmoded neutrality law on 
the reasoning that it is not of itself a bar to more active 
American involvement but is a handicap to the success- 
| ful prosecution of the Administration’s policy and 
strategies. 

We don’t admire Mr. Roosevelt’s handling of this 
issue. He aimed at a slick, piecemeal emasculation of 
the law. He has not been candid; neither have his leaders 
in the Senate. Some repeated the nonsense that this 
additional move would not take us any nearer to war. 
Of course, it does. On this—and this alone—we find 
ourselves in agreement with the America First Com- 
mittee which says that permitting our ships to enter 
British ports is war for all practical purposes and the 
| last “short of war” fiction preceding a status of formal 
belligerency. 

We are fed up with the politics and the fenagling and 


the uncandid approach. So are a majority of the Amer- 
ican people. So are some of the Senators who heretofore 
have strongly supported the President’s foreign policy. 
This is one of the reasons why the majority vote for 
partial repeal of the neutrality law was not substantially 
larger. 


MORE TAXES ... The Treasury is reported to be cook- 
ing up another huge tax program and to be urging that 
Congress get to work on it before the end of the year. 
The additional revenues sought are tentatively indi- 
cated at the huge sum of $4,800,000,000. Whereas cor- 
porate and personal income taxes on the income of a 
given year are payable in the following year, it is indi- 
cated that the Treasury would like to collect a major 
portion of this $4,800,000,000 levy within the calendar 
year 1942. 

To that end it is putting out “trial balloon” proposals 
for drastically increased Social Security taxes and for 
some kind of a flat percentage income tax to be deducted 
from wages and salaries by employers and remitted to 
the Treasury as deducted. It is not clear whether the 
idea is to make this a complete or partial substitute for 
the present graduated income tax or an addition to it. 

If the newspaper versions are correct, “6 per cent 
Morgenthau” does not gag at the idea of making the tax- 
payer fork up two years’ income taxes in one year. 
Under this scheme his pay envelope would be docked 
each week or month in 1942 for income taxes on 1942 
earnings, and he would have also to meet his four quar- 
terly installments of income taxes due on 1941 income. 

There is of course no justification for this monstrosity; 
nor for the hodge-podge approach to the general tax 
problem that the Treasury’s feelers indicate it is lean- 
ing toward. In the first place, current revenue needs 
should not be mixed up with the long range Social Secur- 
ity program. In the second place, so far as personal 
incomes are concerned, there are just three fair and 
honest ways of handling the problem: (1) there is some- 
thing to be said for a compulsory savings scheme, wholly 
apart from Social Security, under which specified per- 
centages of wages and salaries would be syphoned into 
defense bonds redeemable or negotiable only after the 
end of the war emergency; (2) there is everything to be 
said for even heavier reliance on the present graduated 
income tax system, with further lowering of exemp- 
tions; and (3) much heavier excise taxes on luxuries and 
non-essentials would be proper and logical. 

To simplify the collection problem on small income 
taxes, it would be easy to provide that taxes on incomes 
under $2,500—or any designated level—be deducted at 
the source by employers. If ineome taxes are to be put 
on a current payment basis, there should be at least a 
year’s advance notice to the public. 

Don’t let any of this get you down. The Treasury 
proposes, but Congress disposes—and 1942 is a Con- 
gressional election year. Congressmen love taxpayers—in 
election years—and the odds are that Mr. Morgenthau 
will not come even close to getting what he wants for 
1942. 
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Is Market On Bottom? 


There is increasing technical evidence that reaction is ending. We 


believe the averages are close enough to a lasting bottom to warrant 


selective purchases of equities, as well as of bonds and preferreds. 


BY A. T. MILLER 


Summary of the Fortnight: The averages marked up 
small declines on light volume, with domestic uncertain- 
ties dominating investment and speculative sentiment 
and current war news indecisive. Tax selling made for 
increasingly mixed performance. 


O. THE whole, the market remains more sensitive to 
bad news, or any hint of bad news, than to good. Recent 
Treasury trial balloons on a huge new tax program gave 
investors the cold shivers. A brief rally in rails, following 
release of recommendations of the President’s fact- 
finding board for settlement of the wage issue, was 
snuffed out overnight when the unions announced they 
would not accept the proposals. In Russia the Germans 
met increased difficulties and made no additional gains, 
but the market was not in a mood to do any rejoicing. 
Yet technical market action remains better than the 
prevailing pessimism and skepticism would imply. There 
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is considerable evidence that the long reaction from the F 
highs made in the industrial average last July has lost f 
its momentum and that a bottom is being established. F 
Thus far, the low of 118.52, Dow-Jones, made on October f 
16 has been extended, at worst, by less than a point. f 


The rail average has not yet violated its October low. 


More broadly indicative of increasing resistance tof 


liquidating pressure, over the past four weeks our week- 


ly index of 290 issues declined only 4/10 of 1 point, f 
whereas in the preceding four weeks from September 20 
to October 18 it had given up 4.7 points. It is still above | 
the year’s low, made last April, by the fairly comfort: | 


able margin of approximately 9 per cent. 


We, of course, cannot hold that last week’s closing 
level of 50.4 in this index or the October 31 low of 117.82) 
in the Dow-Jones industrial average represent the abso- 


lute lows of intermediate reaction. They may be mod- 
erately violated in the near future—but our opinion is, 
as it has been for several weeks, that we are now ina 
bottom area; in a culminating phase of pressure rather 
than poised for a serious break. On this reasoning, we 


see no percentage on the bear side—whether or not bet-f 


ter prices prove imminent or additionally delayed. We 
therefore continue to favor selective purchases on the 
part of investors whose funds are not substantially com- 


mitted. Except for tax adjustment purposes, we can see > 


no valid inducement at present levels for liquidation of 
sound securities. 

‘As we see it, the market is not waiting for clarifying 
developments of tangible character but for a psychologi- 


cal change. It is difficult to think of any tangible con-f 
tingency of bearish import that has not been fully def 
bated for many months and which, therefore, has notf 
been psychologically discounted in whole or in very sub-f 


stantial measure. What counts is not so much what hap- 
pens but what investors and speculators think about it. 

The market has run through several distinct psycho- 
logical phases since the start of the war. 





} 





= 


The present fF 


phase began in the late autumn of 1940, has already f 


lasted longer than any of the preceding ones and is re-f 


lated far more to the home front than to foreign warf 


changes. 
tionary aspects of a war economy—to higher taxes, 


priorities, price controls, disruption of various consumer 


goods industries, etc. 
In our opinion, this phase is nearing its end. What 
next? The chances are that a more hopeful psycho- 
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logical consensus will develop, chiefly on the conviction 
that adverse contingencies for a goodly time to come 
have been more than adequately discounted. Given 
that mood—the reverse of what has prevailed for many 
months—people look on the bright side, minimizing ad- 
verse news, making the most of good news. 

Marketwise, we think it likely that the tax threat has 
already done its maximum damage and has been overly 
discounted. Investors are beginning to learn that Secre- 
tary Morganthau’s tax bark is much worse than the tax 
bite of Congress. Despite the gloomy discussion pre- 
cipitated by the Treasury’s feelers on a $4,800,000,000 
levy—proposed to be collected within 1942—the market 
response was relatively mild. 

As a matter of fact, there is considerable reason to be- 
lieve that a goodly bit of political fenagling was behind 
these somewhat mysterious tax consultations between 
the Treasury and certain key members of Congress. The 
Administration doesn’t like the Price Control bill as it 
now stands in the House. It is trying to impress Con- 
gress with the dangers of inflation. One way to do it is 
to insist on terrific taxes—taxes which would “mop up” 
billions of the public’s increased purchasing power. 

It takes no clairvoyance to predict that Mr. Morgen- 
thau will not get nearly all the 1942 taxes he would like; 
and the odds are that the maximum increase acceptable 
to Congress will be substantially less than most investors 
now fear. The reason is quite simple: 1942 is a Con- 
gressional election year. 

In any event, it is no secret that Administration lead- 
ers in Congress have turned a quite hostile shoulder to 
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this latest Treasury tax drive. Indeed, there are “be- 
hind the scenes” reports, which we are inclined to credit, 
that the Treasury has tacitly abandoned its previous an- 
nounced objective of financing two-thirds of the cost of 
the arms program out of taxes and will be satisfied if its 
commercial bank borrowings—which inflate bank de- 
posits—can be held to the 1941 proportions. 

Very likely, 1941 corporate earnings in the aggregate 
will represent the peak for the war period, but there is a 
better than even chance that the coming shrinkage will 
prove less drastic than most people imagine. More- 
over, the decisive market consideration is not the precise 
amount of earnings per share but their capitalization in 
stock prices. The present capitalization is notably low, 
partly because it is reasoned that war time profits are 
“temporary,” partly because of the uncertainty of the 
tax prospect. 

Well, we have already had a three-year cycle of rising 
corporate earnings—1939, 1940 and 1941—with no net 
advance in the market; in fact with a net decline of about 
31 per cent in our inclusive weekly index since the end 
of 1938. If we assume another year or two of war, the 
duration of the cycle of “above normal” earnings for 
heavy industry shares would certainly top any period 
seen since the ’20’s. Moreover, it may dawn on investors 
one of these days that the possible life span of the arma- 
ment activity and of resultant substantial profits for 
many corporations is just as “indefinite” as was the 
“New Era” prosperity of 1924-1929. 

Assuming fourth quarter earnings approximately 
equal to those of the third quarter, a cross-section of 200 
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leading industrial companies will report total 1941 profits 
of approximately $1,500,000,000 or within a small frac- 
tion of the 1929 figure of $1,522,000,000. 

Suppose these aggregate earnings were cut in half in 
1942. You probably will concede that is an excessive 
allowance. Suppose, in addition, that the remaining 
earnings should be capitalized in the market on a basis 
equal to the lowest ratio of 1933 stock prices to that 
year’s aggregate earnings. In that case—you may be 
surprised to know—the Dow-Jones industrial average 
would be at 146 instead of less than 118 today. 

The earnings of these 200 corporations are now more 
than six times larger than they were in 1933. In terms 
of the Dow-Jones industrial average they are capital- 
ized at very considerably less than the 1933 earnings 
were capitalized at when the industrial average stood at 
just a fraction over 50 just before the Banking Holiday 
in early 1933. 

On this calculation, and even assuming that industry 
in the aggregate over coming years will earn no more 
than 40 to 50 per cent of 1941 profits, we submit that 
current tax fears appear to have run wild—not to say 
crazy. 

Under the influence of tax selling, the market is in- 
creasingly selective. Especially does this account for 
new lows in the utilities. It explains, as a most striking 
example, why New York Central made a new low for 
the year in a recent session which saw the speculative 
Southern Railway preferred at a new high for the year. 

But a number of individual securities are currently 
giving a good account of themselves. They include, to 
mention only a few, American Air Lines, Amerada, 
Archer-Daniels-Midland, Atlantic Gulf & West Indies, 
Atlantic Refining, Chrysler, Climax Molybdenum, 
Cluett Peabody, Eastman Kodak, Fairbanks Morse, 
Food Machinery, General Foods, General Motors, Good- 
rich, Loew’s, International Mercantile Marine, Lockheed, 
Marshall Field, G. C. Murphy, New York Shipbuilding, 
Paramount Pictures, Phillips Petroleum, Simonds Saw 
& Steel, Skelly Oil, Spicer Manufacturing, Timken-De- 
troit Axle, Standard Oil of New Jersey, United Fruit, 
Wheeling Steel. 

Speculative preferred stock indicating good support in- 
clude American Car & Foundry, ‘the American & Foreign 
Power issues, American Locomotive, American Woolen, 
Erie preferred A “when issued”; General Steel Castings, 
and the National Supply issues. 

It is worth noting that speculative South American 
bonds are having a bull play in the London market— 
about the only thing on which New York and London 
agree; for with our market averages only modestly above 
the year’s lows, the London Finaneial Times industrial- 
share index last week moved up to a new high for the 
year, in fact to within less than 114 points of the highest 
level of the war period, which was reached in February, 
1940. Whether American investors have a more sub- 
stantial foundation for pessimism than their British 
cousins is debatable. If they were equally confident, 
the Dow industrial average would now be above 150. 


Conclusion: .We think the market averages are in 
process of making bottom and recommend selective pur- 
chases by investors whose funds are not already substan- 
tially committed. —Monday, November 10. 
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You haven't seen anything 
yet! 

This is the warning now 
shouted from the housetops 
as our high defense officials 
plunge ahead with plans to 
double the previously pro- 
jected arms program. 

Donald Nelson, executive 
director of SPAB, predicts 
that the United States will 
spend at least $100,000,000,- 
000 for defense—and maybe 
| more—before the emergency 
is ended. This is not at all 
impossible, as Congressional 
| appropriations and authoriza- 
tions already approximate 
$60,000,000,000. 

William S. Knudsen, direc- 
tor general of OPM, says 
only 15 per cent of our manu- 
facturing capacity is now de- 
voted to defense; predicts that 
the ratio will rise to 50 per 
cent for the fiscal year beginning next July 1; and warns 
| that eventually it may be as high as 65 per cent, leaving 
only 35 per cent of our industrial capacity to supply 
civilian needs. 

These gentlemen are deliberately talking in generalities 
| —partly because the details are not all formulated, partly 
because it seems to be the policy to avoid revealing to 
the public in one gulp the full scope of the sacrifices and 
| dislocations that so vast an arms production will neces- 

sitate. 
| Feeding the news out piecemeal, the Administration 

on Oct. 24 announced that it proposed to double the 
tank building program; and to seek a proportionately in- 
creased output of artillery. As this is written, comes word 
that a production goal of “at least 75,000 military air- 
planes and 100,000 if possible” has been set for the year 
1948—of which some 25,000 are to be bombers, and a 
third to a half of these to be the long-range.four-motored 
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PROJECTED DEFENSE SPENDING AND OUTPUT OF DURABLE GOODS 


ships. At present our output of military aircraft is at a 
rate of about 25,000 a year; and the rate for four-motored 
bombers—the official figures being a military secret—is 
probably under 1,000 a year. 

Now, of course, the projection of a doubled defense 
outlay does not mean that each and every defense item 
will be scheduled for doubled production. For instance, 
the two-ocean Navy previously planned can not be com- 
pleted before late 1944 or 1945. It is not proposed to 
double this objective. On the other hand, projections 
for some items will be far more than doubled. For ex- 
ample, heavy tanks—models of 50 to 60 tons—are now 
barely beyond the planning stage, without even a tenta- 
tive ultimate production goal formulated. 

Comprehension of the impact of the vastly expanded 
arms program upon American industry, and of its reper- 
cussions upon civilian consumers and upon investors, is 
exceedingly difficult to get at in practical, simple terms. 








It is easy to say, as does Mr. Knudsen, that 
it may eventually pre-empt something like 
two-third of manufacturing capacity. It is 
also easy to say that defense spending prob- 
ably in time will “absorb” from 40 to 50 per 
cent of our national income. These generali- 
zations may be true enough—but, like most B;LLION 
generalizations, they are decidedly mislead- 100 
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ing if one takes them at face value. 
The Dislocations 


Mr. Knudsen did not say that the arms 
program would engage two-thirds of the 
manufacturing capacity that exists today. 
What he said—or, rather, what he probably 
meant—was that when peak arms output is 
reached, perhaps in 1944, it would engage 
possibly up to the two-thirds of the manu- 
facturing capacity then existing and capable 
of being utilized in defense work. 

The distinction puts a somewhat different 
light on the matter. In fact, on this realistic 
basis, the writer will go farther than Mr. 
Knudsen. It is certainly conceivable that we 
may eventually concentrate upon defense 
production 90 per cent or even more of the 
industrial capacity that it is physically pos- 
sible to utilize in such work. 

But to say that any given percentage of 
total manufacturing capacity at any given 
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time is devoted to defense tells one little or 
nothing. For example, according to the Fed- 
eral Census of Manufactures, the fabrication 
of aluminum, the processing of food and the printing of 
books are all manufacturing industries. Practically all 
of the aluminum output is already going into defense, 
there can be no additional diversion from civilian uses, 
additional supplies must come from added producing 
capacity. In the case of food processing, a relatively 
small percentage of capacity is producing for sale to the 
Government and doubling the output of tanks or planes 
has scant bearing upon the future demand for foods. 
In the case of book printing there is, of course, no direct 
relationship to the output of arms, now or in the future. 

Citation of just a few of the changes in manufacturing 
industries since 1939, last pre-war year, will bring home 
the enormous variations concealed by an over-all per- 
centage figure of the ratio of industrial capacity appli- 
cable to defense. In that year, the Reserve Board index 
of the output of durable manufactures was 109 and was 
108 for non-durable manufactures. For September, 
latest month available, it was 205 for durable goods, 135 
for non-durable goods. This still provides but a partial 
breakdown. Consider some of the widest variations: 
For the latest available month, output of airfraft was 619 
per cent above the 1939 level, output of gasoline only 10 
per cent higher; output of locomotives, was up 330 per 
cent, and output of tobacco products up only 11 per cent; 
production of machinery of all types was up 124 per cent 
and manufactured foods only 23 per cent. 

The point we emphasize here is that future expansion 
in arms output will involve a partial—and painful enough 
—additional diversion of production facilities now de- 
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1942 1943 1944 


voted to civilian needs but in much greater degree wil 
be made possible by capacity which did not exist att 
start of the war. 

The practical question is how much of present capaci 
for civilian manufactures can be utilized for arms. 
1939 the total value of all manufactures was appro 
mately $56,000,000,000. It could have been much mor 
if all manufacturing industries had operated at 100 pe 
cent capacity of machines—assuming they had enoug 
materials and labor to do so, which they didn’t. But 
very large percentage of pre-war manufacturing equip 
ment can not be used in arms production. 

For instance, only approximately 25 per cent of th 


dollar volume of 1939 manufactures was accounted fue 


by industries fully capable of diversion to arms work 
such as iron and steel, machinery, non-ferrous metal 
chemicals, automobiles and accessories, rubber product 
and transportation equipment. The rest, or 75 per cel 
was accounted for by industries whose equipment can ne 
be used in arms work and which can meet any probabl 
Government demand for their regular products with 
relatively small proportion of capacity. 

Moreover, the fact is that it is not possible to projec 
with any degree of accuracy, what future arms produ 


tion actually will be in terms of physical volume alg 


time. The problem is not one of dollars but of machine 
materials, labor and the “know how” of managerial d 
rection. The last named factor is invisible to the outsid 
eye but far more important than most people realize. 

Despite faulty planning at Washington and despit 
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the numerous bottlenecks which still confront the pro- 
gram, it is a safe prediction that our huge output of arms 
over the next two or three years will amaze the world— 
and the most influential reason for thinking so is the 
accellerating progress in the management factor as re- 
flected in the speed of innovation in industrial technology 
and operating methods in our arms plants. 

Over the past two years the total number of metal- 
working machines in operation has been increased by 
one-third, but the efficiency of the new machines is so 
much greater than formerly that the National Machine 
Tool Builders Association estimates that total capacity 
has been virtually doubled! 

The economic and financial changes that we can expect 
to result from a greatly expanded defense expenditure 
will represent an intensification of present trends, rather 
than something brand new. The present trends are: Con- 
traction of civilian production in consumers’ durable 
goods industries; increasing shortages of various types 
of raw materials; growing scarcity of skilled labor; ris- 
ing prices and cost of living; multiplication and intensi- 
fication of Government controls; fast mounting Federal 
debt; sharply increasing taxation; pressure to conserve 


working capital at some expense to liberality in dividend 
policies; and a ceiling on corporate earnings which will 
permit 1942-1943 profit gains only in the case of the 
minority of enterprises which can expect a major addi- 
tional expansion in physical volume. 

There is a combination of three broad sources from 
which expanded arms production will be increasingly 
had: (1) further conversion of the major manufacturers 
of consumers’ durable goods to defense work; (2) con- 
struction of new arms plant and equipment; and (3) 
radical expansion of sub-contracting—the “bits and 
pieces” method—among tens of thousands of small manu- 
facturers whose equipment is either suited to some type 
of defense work or can be converted to it. 

Now, of course, there is no 100 per cent certainty that 
the $100,000,000,000 program will be carried through or 
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that, if carried through, it will be prosecuted with as 
little regard for civilian markets and for the taxpayers’ 
pocketbooks as some of our most hard-boiled defense ad- 
ministrators now promise. Naturally, the intensification 
of the effort and the scope of the civilian sacrifices will 
be importantly conditioned by coming war developments, 
including the question of our full participation in hos- 
tilities; and by the public’s state of mind. This is still 
a democracy and there is every reason to expect that the 
Administration will continue to shape its policies—es- 
pecially in timing—to what public opinion is ready to 
accept. 

Yet as the situation exists today, the assumption must 
be that the war will continue for an indefinite time to 
come; that our role in it will get bigger; that the arma- 
ment program must and will be radically expanded— 
which means, to repeat, that all the economic-financial 
trends summarized above, must be expected to intensify. 

On a genuine “all-out” war production basis, this 
would be approximately the situation in nutshell sum- 
mary: 

Virtually no civilian production of automobiles, refrig- 
erators, washing machines, vacuum cleaners, electric fans, 


At Schenectady, 
N. Y., new 28-ton 
medium tank man- 
ufactured by the 
American Locomo- 
tive Company 
ready to be tested 
before shipment. 


Cushing Photo 


toasters, waffle irons, lawn mowers, hardware, costume 
jewelry, outboard motors, etc. No construction except 
that related to defense or essential maintenance. Pro- 
duction of parts for repair and maintenance of consumers’ 
durable equipment and capital equipment of essential 
consumption goods industries would be permitted. New 
machinery even for industries serving essential consumer 
needs would be subject to priorities. For instance, the 
farm equipment industry would be favored over the tex- 
tile industry. 

In two years the dollar volume of national income 
probably would increase to somewhere between $110,- 
000,000,000 and $120,000,000,000, depending upon the 
degree of price rise permitted by Federal controls. The 
longer wage-cost ceilings are avoided, the stronger will be 
the pressure tending to lift dol- (Please turn to page 167) 


125 








y 


Near-Term Business Outlook 


from "spotty" to reactionary. 


Recent trends of production, prices and trade have ranged 
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Ben the dislocations caused by imposition of 
priorities and allocations of raw materials, the level 
of industrial production as measured by such indices as 
that compiled by the Federal Reserve Board is likely 
to continue to expand during the near future. Careful 
observers of industrial trends expect the recent disrup- 
tions in industrial production to be merely a temporary 
phase which will hardly cause a ripple in industrial 
operations as a whole during the next three months. 
In fact, by February the FRB index of industrial pro- 
duction (adjusted for seasonal variations) is expected 
to attain new peak levels of about 172 to 178, which 
would compare with an indicated 161 for October and 
140 for last January. 

That the expectations summarized in the foregoing 
paragraph are likely to be realized may bé deduced from 
a list of the component elements of the Federal Reserve 
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Board’s index, which is selected for examination 
because it is widely used as a basis for forecast- 
ing trends both by business men and investors. 
The manufacturing industries included are iron 
and steel; machinery; transportation equipment; 
non-ferrous metals and products; lumber and 
lumber products; stone, clay and glass products, 
textiles and textile products; leather and leather 
products; manufactured food products; alcoholic 
beverages; tobacco products; paper and paper 
products; printing and publishing; petroleum 
and coal products; chemicals; and rubber prod- 
ucts. The minerals included in the Federal 
Reserve Board’s index of industrial production 
are grouped under fuels and metals, Each of the 
items which go into the compilation is accorded 
a weight corresponding to its relative importance 
in the national economy, and the huge number 
of statistical computations necessary to correlate 
the data are summarized in a single index figure 
recording the net changes which are constantly 
transpiring in business. 

Further examination of the component ele- 
ments of the Reserve Board’s index will indicate 
that it essentially measures the flow of raw 
materials into production of capital goods, con- 
sumers’ durable goods, and goods for immediate con- 
sumption. . The unit base from which the computation: 
are derived in most instances consists of net tons, bar- 
rels, square feet, pounds, pairs, skins or hides, gallons. 
ounces, and so forth, while in other instances the basic f 
unit consists of man-hours of work. In September, the 
index was revised to accord with developments arising 
out of the defense program, and the Federal Reserve 
Board now believes that practically all defense work is 
represented. 

The essential point to remember in connection with 
this index is that actual activity in industries utilizing 
raw materials is measured indirectly rather than directly 
in practically all cases. So far as is humanly possible, 
the index is thus designed to cover every facet of domes- 
tic’ industrial enterprise. Direct measurement of all 
industrial production would be feasible, but by the time 
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the data had been assembled and correlated its useful- 
ness as a forecasting device would be practically nil. 
Besides, there inevitably would be a considerable degree 
of overlapping in activities. The Reserve Board’s index 
is devised to eliminate so far as possible any overlapping 
in industrial activities, to get down to the fundamentals 
of industrial activity, the raw material flow, and to 
assemble and correlate the data for publication as 
quickly as possible “hot from the griddle.” 

Bearing in mind the raw material flow, we can picture 
the changes in the nature of industrial activity caused 
by the defense program as a diversion of the raw material 
flow from production of automobiles, refrigerators. 
radios, washing machines, home electric ap- 
pliances, heating units, plumbing supplies, 


declined due to priorities which prevented the companies 
from obtaining necessary materials. Approximately one- 
third of the companies supplying complete answers, 
or 136 more companies than reported actual production 
curtailments due to priorities, said they were short of 
steel in various forms, while lesser and varying numbers 
of companies complained of other metal shortages, in- 
cluding brass, copper, aluminum, bronze, zine, chromium, 
and so forth. Some companies said they were short of 
machine tools and other equipment, while the lack of 
skilled labor was a more important cause for reducing 
operations in the case of 79 reporting companies. 

The facts cited with respect to the metals industry 
bear out the point that the 
flow of raw materials to essen- 





hardware, and various other civilian metal 
products to production of naval and merchant 
vessels, guns, tanks, ammunition, airplanes, 
and other military supplies. 

The reasons for the shift 
in emphasis from production 
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tial industry is the major fac- 
tor presently limiting the rate 
of expansion in over-all indus- 
trial production, and that 
far from declining, production 
levels will rise steadily as 
will national income both on 





of civilian goods to produc- 
tion of armaments are famil- 
iar to all readers, but will 
bear repetition. In the earl- 





a dollar and purchasing power 
basis. The changeover from 
a peace to a full scale war 
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ier stages of the national 
armament effort, govern- 
ment officials were as yet 
unaware of the enormous 
expansion in armament pro- 
duction which would be necessary to protect the nation 
from foreign threats to our domestic safety. The 
“phoney” war in Europe became a greater reality with 
the invasion of the Low Countries and the fall of France. 
Theretofore, defense was believed to have a decided 
advantage over offensive military operations, and to 
require fewer men and military supplies than were 
needed to conduct a successful offensive. From then on, 
the United States Congress appropriated ever increasing 
sums of money for the national defense. There still was 
some thought that production of armaments could be 
superimposed on ever increasing production of civilian 
goods, and, in fact, that is what happened up to a cer- 
tain stage. However, since last June, the increasing use 
of raw materials by the armament industries has meant 
a reduction in raw material supplies available for civilian 
goods, and has required the imposition of priority ratings 
and direct allocations of supplies in some instances to 
assure preference in acquisition of raw materials to the 
producers of armaments. 





Direct Allocations to Supplant Priorities 


The system for control of raw material distribution 
through priority ratings has not worked perfectly, and 
has been impeded by the huge extent of forward buying 
by industry in general, and perhaps to a more limited 
extent by the hoarding of supplies. The extent to which 
the flow of raw materials directly to the industries essen- 
tial to defense has been impeded by factors such as 
those mentioned is revealed by a recent poll of the 
domestic metals industry conducted by The Iron Age. 
Of the 1,897 companies submitting complete answers to 
the questions asked, 500 declared that operations had 
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economy is well under way 

and will gather momentum 
as more industrial plants, equipment, and labor 
are diverted to arms fabrication, wider sub- 
contracting is adopted, and new arms arsenals 
come into operation. Moreover, theoretical ceilings on 
output of numerous individual armament producers will 
be raised in the course of time to an astonishing extent 
by greater efficiency in use of plant, equipment, and 
labor. 

The extent to which the difficult changeover from 
civilian output to war implements has already been 
accomplished will no doubt be surprising to investors 
who have. been associating over-all industrial production 
too closely with curtailments in civilian output. Accord- 
ing to The Iron Age poll previously cited, scores of plants 
in the domestic metals industry are engaged entirely on 
national defense activities, while this study of a cross- 
section of the industry shows an average of 65.12 per 
cent of production as devoted to defense materials and 
equipment. 

Since the priority rating system has been imperfect 
in operation, we may expect direct allocation of raw 
materials to be applied increasingly as a measure to 
accelerate the flow of raw materials to defense plants. 
Measures also are likely to be taken to redistribute raw 
material inventories held by non-essential industry. The 
materials that will be available for production of durable 
consumers’ goods therefore will be closely rationed and, 
in general, manufacturers of such goods should assume 
that allowable production next year will not be greater 
than 35 per cent of 1941 output. Most producers of 
automobiles, electrical appliances, heating units, hard- 
ware, plumbing supplies, and other civilian metal sup- 
plies whose stocks are listed on the New York Stock 
Exchange, already have received substantial armament 
orders to engage production facilities and are in line for 
increased defense orders as the armament program 
expands. 
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The dislocations in production of durable consumers’ 
goods are reducing employment in such fields, but, while 
hardship undeniably will result in individual cases, de- 
fense employment will continue to grow faster than 
priorities “disemployment.” National income pay- 
ments also will continue to grow during the near-term, 
and more rapidly than the expected rise in retail prices, 
which have lagged behind wholesale prices. The over- 
buying by consumers which took place in August and 
September because of public realization of growing short- 
ages in durable consumers’ goods and the heavy pur- 
chases made to beat the excise taxes has largely been 
corrected in the case of soft goods. Within a short 
period, and by Christmas at the latest, retail buying 
of consumption goods should again be rising to levels 


warranted by gains in national income payments. On 
the other hand, the extensive forward buying of durable 
consumers’ goods may portend a greater decline in 
demand than the production curtailments being ordered 
in the interests of national defense. Because of the 
expected increase in retail buying and the diversion of 
industrial productive facilities to defense, the recent 
slackening in the rate of retail buying provides no cause 
for concern about “over-extended” retail inventories. 
There may be consumer resistance to higher prices in 
some instances, but the rise in retail prices has been 
relatively moderate, and the general tendency on the 
part of individuals flush with funds after years of inabil- 
ity to satisfy their wants is to be less price-minded. 
Hence, consumer “strikes” are not likely to be a notice- 
able feature of retail trade at least during the near-term, 
despite the greater care with which housewives will select 
foodstuffs, in which price advances have been most 
dramatic. 


Business Outlook Favorable 


The over-all picture of the near-term business outlook 
is good. The level of industrial production will con- 
tinue to advance, despite the dislocations caused by 
transition to defense activities. Employable labor is 
far more scarce now than a year ago, and skilled labor 
is difficult to get. On the whole, defense production is 
absorbing labor more rapidly than civilian production 
curtailments are causing “disemployment.” The national 
income will continue to increase, and carry retail trade 
in soft goods to new heights. The consumer industries 
which do not conflict with the armament program, such 
as department stores and amusements, are favorably 
situated with the approach of the holiday season. 








ESTIMATED 1941 SALES OF ALL RETAIL STORES 


(IN TERMS OF 1935-39 DOLLARS) 


MILLIONS OF DOLLARS 

















= = 
= = = 
= = = = 
a = = = 
= = == = Ee 
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= = == => = = 
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ms — — = — = =. 
$16,695 $4,096 $3,399 $3,734 $2,611 $8,592 $7,674 
Food, Eating Apparel Filling Building House Automotive General 
and Drinking Stations Materials Furnishings Merchandise 


SOURCE: U. S. DEPT. COMMERCE 
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In Corporate 


Earning Power 


Net Profit 
After Taxes 
$384 


(Million $) 








Income and 
Excess Profits 
Taxes 
$173 


(Million $) 





9 Months 1940 


120 Mfg. Companies 


Tanti reports for the third quarter and the initial 
nine months of this year show considerable irregularity 
in the results of operations after provision for heavier 
Federal taxes. Both trade and industrial activity have 
undergone tremendous expansion during the last two 
years, but the major share of the resulting sharp gains in 
net income before taxes is being absorbed by Federal 
income and excess profits taxes. While all companies do 
not give tax details, a study of representative corporate 
reports indicates that the sums allocated for Federal 
income and excess profits taxes alone, which are in addi- 
tion to amounts provided for state and local taxes, social 
security, and other miscellaneous tax levies, now con- 
siderably exceed the net profits available to stockholders, 
the owners of corporate enterprise. 

Such is the toll taken by taxes that some business an- 
alysts are assuming the peak of corporate earnings has 
been seen for the duration of the war. Whether. this 
generalization is or it not true cannot be determined 
definitely until some months have elapsed, and the ad- 


| justments from a peace time to an all out war economy 


have been more fully completed. Aggregate earnings 


_ trends will be discussed later in this article, and the 
' additional reasons then outlined also will suggest the 
' wisdom of reserving judgment on the possible validity 
| of positive assertions that corporate earnings have 
| reached and passed their peak. 


During the transition period, many corporations will 
find earnings impaired to a considerable extent, while 
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Leaders and Laggards 


BY J. C. CLIFFORD 





$460 
(Million $) 








Taxes 
$569 


9 Months 1941 
120 Mfg. Companies 


moderate expansion in output of other corporate en- 
tities will permit modest additions to net profits, or at 
least cushion declines in earnings. More fortunately sit- 
uated will be the corporations whose output is expanding 
rapidly. The principal gains in net profits will continue 
to be recorded by this group, which includes enterprises 
of a more or less marginal nature whose considerable 
defense work will yield greater net returns, despite low 
profit margins, than have been derived in the past from 
normal activities. Still other corporations will find main- 
tenance of profits handicapped by fixed selling prices, 
or by increases in operating costs and taxes which are 
overtaking gains in sales. 

The most important single clue to the profits outlook 
for an individual company consequently is the present 
and prospective volume of business. Increased operating 
costs and taxes notwithstanding, some corporations will 
continue to report higher net profits, although the rate 
of improvement naturally will be retarded by the tax 
imposts. Higher net profits will be possible in numerous 
individual instances because of the savings and econ- 
omies which can be achieved under large scale produc- 
tion and volumes. 

The tabulations accompanying this article emphasize 
the importance of prospective volume. Where opera- 
tions have been maintained at high levels for a pro- 
tracted period, as in the case of the steel industry, and 
prices have remained stable, the higher tax levies have 
tended to reduce net profits. In such instances, higher 
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Net Profit 
After Taxes 


Income and 
Excess Profits 


(Million $) 
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selling prices will generally be required to offset increased 
taxes, more especially if some time must elapse before 
additions to capacity can be acquired. 

All investors try to avoid losses, and endeavor within 
reason to increase their capital or at least preserve it. 
Discrimination in investments has always been neces- 
sary, and is not something peculiar to this period of 
apparent investment confusion and redundant informa- 
tion on prospective corporate operations. Successful 
investors do not permit external developments, the daily 
deluge of reports from Washington bureaus, or the ques- 
tion of whether profits in the aggregate will continue to 
recede to obscure the fact that numerous companies, and 
even companies in the steel industry, will continue to 
augment net profits. Nor do successful investors allow 
themselves to be discouraged from seeking out the secur- 
ities which stand to benefit from present conditions. 
The stock market averages may be disconcerting to 
some, and make others apathetic, but the divergent price 
trends of component securities provide a compelling rea- 
son for prompt action based on knowledge and fore- 
thought. 

Discrimination also is essential in interpreting the 
results of operations for the third quarter. The mere 
fact that reported earnings in some cases are lower than 
for the third quarter last year does not necessarily mean 
that earnings in subsequent periods will be lower. Nor 
do the significant third quarter gains over the like period 
last year necessarily indicate that the near-term earnings 
outlook remains rosy in all instances. For example, 
defense deliveries of General Motors for the third quarter 
represented 24.7 per cent of the corporation’s total sales 
for the period, compared with 10.7 per cent for the sec- 















ond quarter, and 8.7 per cent for the first three months 
of the year. Defense deliveries will gain more rapidly 
both in dollar volume and on a percentage basis, but, 
as the price of the stock indicates, earnings at least 
temporarily will be adversely affected by the more rapid 
curtailment of automobile production, on which profit 
margins have been excellent. 

Air Reduction, on the other hand, shows a 31.7 per 
cent decline in reported net profits per common share. 
However, the company’s concise yet detailed quarterly 
statement shows earnings per share after provision for 
Federal taxes on income for the third quarter as approx- 
imately 70 cents, an increase of 11.7 per cent over the 
63 cents per share earned in the corresponding period of 
1940. The discrepancy is accounted for by additional 
Federal taxes applicable to the first six months but de- 
ducted from third quarter earnings because the Revenue 
Act approved September 20, 1941, is retroactive to the 
first of the year. 
anticipate the increase in Federal taxes by setting up tax 
reserves during the first two quarters which it was hoped 
would prove ample. In some cases, such prior tax de- 
ductions have proved sufficient, or more than sufficient, 
while in other instances the guesses of corporate exec- 
utives as to probable tax liability have proved too con- 
servative. Such factors contribute to the irregularity 
in corporate reports of third quarter earnings after taxes, 
and conclusions as to the effect of taxes on earning 
capacity of individual companies must be tempered by 
thorough consideration of volume or sales prospects. 

The emphasis here made on the volume of business 
likely to be done by individual companies should be con- 
sidered in relation to the increase in Federal taxes on 


SPU) NNON AUDEN NOON EA TTASTSUNETE LUOYANG PEOUEREANPT CLOUT PMTCT BRI BU EQUA 
Significant Third Quarter Gains and Declines in Earnings 
Percentage Percentage 
Gains Increase* Declines Decline* 

Acme Steel... .. 26.0 Air Reduction..... 31.7 

Allis Chalmers... ..... 53.8 Allegheny-Ludlum Steel. . 31.3 

Atlantic Refining.................. 244.1 American Rolling Mill 20.0 

Babcock & Wilcox. . 249.0 American Seating... 17.9 

Barker Bros......... 47.1 Atlas Powder... .. 10.4 

Budd Wheel....... 100.0 Bayuk Cigar....... 34.0 

Clark Equipment. .... 185.3 Bethlehem Steel. 42.1 

Climax Molybdenum. . 104.0 Bohn Aluminum.. ....... 1! 

Corn Products. ... _ 65.3 Brooklyn Union Gas......... 65.6 

Cutler Hammer. 64.2 Brunswick-Balke-Collender . 6.6 

er ee 12.0 Caterpillar Tractor... .. 20.0 

Eaton Mfg........... 29.3 Commonwealth Edison 57.1 
ee eee 24.4 Freeport Sulphur... . 13.6 
: General Motors.. .... 203.2 Formica Insulation 28.3 z 
: General Ry. Signal... . 181.8 General Amer. Transportation 16.5 : 
5 Hercules Powder... . 341.7 Hershey Chocolate 22.3 z 
2 Interlake Iron....... 100.0 Hygrade Sylvania. 35.4 : 
= Marshall Field....... 40.6 Inland Steel. . 25.5 : 
2 Mengel Co...... 466.6 Libbey-Owens-Ford Glass 24.7 : 
= Monsanto Chemical................. 328.5 Republic Steel . 29.1 : 
2 National Distillers 105.4 Thermoid ; 29.1 
z Shell Union Oil........ 142.8 United Gas Improvement ; 45.8 z 
: MG i iises cscs So bamewan 150.6 Westinghouse Electric. 9.5 z 
= * Three months ended September 30, 1941, compared with like period of 1940. z 
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corporations from $1.2 billion in 1939 to an estimated 
$5.4 billion this year under the new Revenue Act. If 
operating profits were rising in all instances at the same 
rate, corporate managements and stockholders would 
have less need to worry about a tax problem. The new 
taxes heavily penalize corporate bigness, inasmuch as 
72 cents out of every dollar of earnings above the excess 
profits tax credit base plus $500,000 goes to the Federal 
government. Companies in the stable income categories, 
and companies which are unable to raise prices at will 
as an offset, are likely to find net profits reduced by the 
new tax levies, even though vulnerability to excess profits 
taxes does not exist. The recent earnings forecast and 
dividend reduction by American Tobacco show that 
earnings may decline after taxes despite increases in the 
volume of business. 


Aggregate Net Profits Reduced 


Examination of net profit trends of 200 industrial 
corporations, which on January 1, 1941, had an aggre- 
gate net worth of approximately $12.4 billion, points to 
the conclusion that net earnings in the aggregate have 
been in a downward trend since the first quarter of this 
year, Which apparently represented the peak at least for 
the near term. The preliminary figure for third quarter 
net profits is $374.0 million compared with $253.3 for 
the third quarter of 1940. Aggregate net profits of this 
group of corporations for the nine months ended Sep- 
tember 30, 1941, are approximately $1,134.4 million, 
which compares with $885.3 million for the first three 
quarters of 1940, and nearly equals the total of $1,165.6 
in net profits for the entire year 1940. The quarterly 
earnings trends are indicated in the following tabulation: 


QUARTERLY EARNINGS oF 200 INDUSTRIAL CORPORATIONS 
(Figures are in millions) 


1940 1941 
First quarter $326.5 $383.2 
Second quarter 305.5 377.2 
Third quarter 253.3 374.0 
Fourth quarter 380.3 


The data clearly indicate a declining trend in quarterly 
net profits not only for the first three quarters of 1941. 
but also for the same periods last year. In part, these 
declines may be attributed to normal seasonal slacken- 
ing of trade and production in many industries, as well 
as the heavier tax provisions which have been required 
in both years. In addition, many companies already 
have attained practical capacity operations, while others 
are being compelled to reduce or eliminate normal pro- 
ductive activities in the interest of national defense. 
Hence, the conclusion seems valid that aggregate earn- 
ings will continue to recede during the near term as a 
result of heavier wage and other operating costs, the 
inroads of tax increases, and the replacement of normal 
activities carrying relatively high profit by armament 


work at relatively low profit margins. 


_ During the months to come, the adjustments to an 
industrial war footing will be more fully completed, and 
armament output will raise production indices to suc- 


© cessive new all-time highs. The armament program is 


the greatest production effort ever undertaken by domes- 
tic industry, and impetus will (Please turn to page 169) 
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Variations In Profits Per Share 


Acme Steel. . 

Air Reduction............ 
Allegheny-Ludlum Steel. . 
Allis Chalmers. ....... , 
American Chicle.. . 
American Home Products. 
American Rolling Mill. 
Atlantic Refining. . 

Atlas Powder... .. 
Babcock & Wilcox. 

Bayuk Cigar....... 
Beechnut Packing....... 
Beneficial Industrial Loan 
Bethlehem Steel... . . 

Bohn Aluminum. . 
Brooklyn Union Gas 

E, G. Budd Mfg. 

Budd Wheel. 

Caterpillar Tractor 

Clark Equipment 

Climax Molybdenum 
Commercial Investment Trust 
Consolidated Edison 
Container Corp 
Copperweld Steel 

Corn Products. . . 

Cream of Wheat 

Crucible Steel 

Cutler Hammer 

du Pont.... 

Eaton Mfg. 

General Cigar. . . 

General Electric. . 

General Foods. . 

General Motors... . 
General Ry. Signal. . . 
Harbison-Walker Refractories 
Hercules Powder. . 
Houdaille-Hershey ‘B"’ 
Inland Steel 

Inspiration Copper. 
Interlake Iron. .......... 
International Business Mach. 
Libbey-Owens-Ford Glass. . 
Lone Star Cement 

Marshall Field 

Mengel Co.. 

Monsanto Chemical 
National Biscuit 

National Distillers. . 
National Gypsum 

National Steel 

Republic Steel. 

Shell Union Oil 

Square D Co 

Studebaker 

United Biscuit 

United States Steel 
Westinghouse Electric 


Wrigley 


Three Months 
Ended Sept. 30 


1940 1941 
1.84 2.32 
0.63 0.43 
0.99 0.68 
0.65 1.00 
1.95 2.09 
1.18 1.15 
0.45 0.36 
0.43 1.48 
1.34 1.20 
0.53 1.85 
1.44 0.95 
1.56 1.63 
0.66 0.62 
3.63 2.10 
1.17 0.94 
0.32 0.11 
Nil 0.21 
0.18 0.36 
1.05 0.84 
0.75 2.14 
0.50 1.02 
1.19 1.35 
0.13 0.14 
0.75 0.81 
0.48 0.53 
0.49 0.81 
1.16 1.09 
2.96 2.83 
0.28 0.46 
1.74 2.05 
1.16 1.59 
0.57 0.71 
0.39 0.40 
0.55 0.57 
0.31 0.94 
0.22 0.62 
0.41 0.39 
0.24 1.06 
Nil 0.17 
3.02 2.25 
0.46 0.58 
0.13 0.26 
2.36 2.53 
0.85 0.64 
0.95 1.03 
0.32 0.45 
0.15 0.85 
0.28 1.20 
1.02 1.03 
0.37 0.86 
0.36 0.37 
1.74 2.00 
0.96 0.68 
0.21 0.51 
0.79 1.98 
Nil 0.32 
0.36 0.40 
3.08 3.22 
1.78 1.61 
- 0.98 1.09 


Nine Months 
Ended Sept. 30 


1940 1941 
5.02 7.27 
1.77 1.93 
2.07 3.04 
2.12 2.35 
6.31 6.24 
3.85 3.87 
0.83 2.33 
2.30 3.27 
3.48 4.24 
2.73 4.61 
3.60 2.87 
4.90 5.20 
1.91 1.72 
9.72 6.40 
2.85 3.26 
1.88 1.56 
0.45 0.87 
0.57 1.07 
2.91 3.12 
4.35 5.98 
1.88 2.50 
3.20 3.89 
1.66 1.51 
1.95 1.90 
1.38 2.21 
1.89 2.40 
1.64 1.84 
5.17 6.79 
1.40 1.88 
5.64 5.66 
3.87 4.40 
1.41 1.60 
1.29 1.30 
1.89 1.94 
2.83 3.56 
0.75 1.27 
1.03 1.28 
2.54 3.01 
1.15 1.41 
6.07 6.89 
1.15 1.41 
0.01 0.91 
7.14 7.56 
2.91 2.79 
2.37 3.07 
0.90 1.07 
0.07 1.55 
2.58 3.58 
1.44 1.50 
1.56 1.87 
0.68 0.75 
4.92 5.86 
1.86 2.90 
0.86 1.10 
2.82 5.17 
0.21 0.91 
1.23 1.16 
5.80 8.82 
5.46 5.94 
3.38 3.31 
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Charles Phelps Cushing Photo 


The Treasury hasn’t abandoned its fight for a formula 
by which two-thirds of Federal expenditures are financed 
by taxes, the other one-third by borrowing. That will be 
renewed next session. Latest estimates for the current 
fiscal year place revenue at $11,998,000,000 and disburse- 
ments at $24,581,000,000. Thus to equal two-thirds of 
expenditures, revenue would necessarily be $16,386,- 
000,000, or $4,388,000,000 more than it is estimated the 
newest tax law will bring in. 


Non-defense economy continues to be but a taxpayers’ 
dream. The special economy committee created by the 
last tax bill meets and talks and gets no cooperation 
from the Administration. Economy measures are still 
months away. Senator Adams of Colorado, who heads 





Washington Sees: 


Lend-lease aid to the Allies will shortly be im- 
plemented with American troops. Hope that Hit- 
ler can be crushed by American machines without 
American men has dwindled to the vanishing 
point. First armed land forces are expected to 
move from this nation into belligerent countries 
abroad within six months. No declaration of war 
will be necessary. It would facilitate use of con- 
scripted fighters, however, and may come if the 
American public is properly conditioned by that 
time. 


Russia will block the Germans until spring. But 
Nazi might must be distracted thereafter if 
Russia is to survive as an active military ally. 
Hitler strength must be siphoned away from the 
Eastern Front, and American and British expedi- 
tionary forces are expected to achieve this. 
American and British collaboration is anticipated, 
with U. S. troops landing first in Africa to occupy 
Dakar. Vital element in this echelon of allied 
oe will be Latin American sympathy and at 
east tacit approval. 
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a subcommittee handling appropriations for much of 
the Government, offers eloquent evidence on the prob- 
lem. The Senator avers that in the nine years he has 
been holding hearings on appropriation bills, not one 
Government spokesman ever testified who didn’t seek 
more money for his agency, not one ever outlined any 
idea for saving money. If economy is forthcoming, it 
will have to be forced upon the agencies. 


Priorities investigation by a special Senate committee 
is being successfully fought by the Administration. 
The White House has blocked a Senate resolution author- 
izing such a study. Authoring this measure is Demo- 
crat Senator Maloney of Connecticut, who sponsored 
the special Senate probe which bared the Ickes oil short- 
age asa hoax. Collapse of this “shortage” has convinced 
Maloney and plenty of his colleagues that strategic 
materials may not be so scarce as represented by 
OPM estimates, that stringent priorities cutting off 
small enterprise and consumer goods industries from 
raw material supplies may not after all be necessary. 
They want to delve into this possibility, but the White 
House says no. 


National inventories of strategic materials have never 
been made by the OPM or any other agency. Only 
available figures are estimates. Capitol Hill demands 
for such inventories go unheeded in downtown Washing- 
ton. Policy makers from the White House right down 
through the O P M and War and Navy Departments are 
content with guesses on available supplies, and this 
confronts industry with the necessity of doing a lot of 
echo guessing. That’s one reason some Senators would 
like to look into the situation. 


Copper priorities are suffocating the rural electrifica- 
tion program, farm state legislators complain. Real fact 
is that in at Jeast one instance 5,000,000 pounds of the 
elusive metal have been snared for an R E A develop- 
ment in Texas. Furthermore—these REA lines will 
parallel the network of private utility facilities. A photo- 
graph of this copper pile is being circulated in Washing- 
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ton, but OPM priorities bosses appear not interested. 


Federal subsidy will soon be flowing into high-cost cop- 
per mines of the west. The mines will be paid a premium 
to supply the sought-for metal. This may ultimately 
go as high as 15 per cent. The SPAB is willing to pay 
that much for expanded production, and Senators from 
mineral and industrial states will happily vote the 
money. Just about everybody except the taxpayer 
should be pleased. The mineral states get more Govern- 
ment business, defense industry gets more copper, and 
the SP AB minimizes its priorities problem. This is one 
instance in which cooperation by politicians on Capitol 
Hill helped the OPM solve a problem. 


Outproducing Hitler will necessitate what amounts to 
subsidy payments on a wide scale 
in the crusade to mobilize indus- 
try. Inefficient establishments with 
high operation costs will neces- 
sarily be enticed into the program. 
Back-alley machine shops will be 
paid 10 or 15 per cent more than 
efficient units performing the same 
production service. Administration 
officials first rejected this idea of 
premiums for the little fellow, but 
they have now come to recognize 
it as inevitable. It will step up 
defense costs millions of dollars 
but speed the moment when the 
Allies are outproducing Germany. 


OPM has put a fast one over on 
Interior Secretary Ickes. Honest 
Harold is chairman of the National 
Power Policy Committee. Vice 
Chairman is Leland Olds, chair- 
man of the Federal Power Com- 
mission. Both yearn to dictate 
defense power policies, but while they publicly quibbled 
over which would be supreme potentate the OPM did 
some quiet spade work and blossomed forth with a power 
unit of its own—armed with priorities power to enforce 
its decisions. 


Press Association Photo 


Business executives offering to serve as dollar-a-year 
men are being cold-shouldered by the White House in 
merciless manner. Here’s the pattern. A volunteer is 
ostensibly accepted and called to Washington. After 
working behind an OPM desk a month or six weeks 
he’s handed a cryptic memorandum of one typed sen- 
tence telling him to go home, that the White House has 
turned thumbs down on him. Efforts to learn why bring 
rebuffs. Interceding Congressmen can’t learn why 
either. That sends the volunteer home under an 
embarrassing cloud. Fear grows in legislative circles 
this policy will discourage cooperation within busi- 
ness and industry but nobody knows how to dissuade 
the Chief. 


Dairy interests face failure in their fight to keep oleo- 
margarine out of interstate commerce. This dairy 
crusade has two objectives. One, passage of legislation 
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The Treasury chief will fight for billions more 
in tax revenue. 


barring from interstate commerce oleomargarine imitat- 
ing butter in color, flavor, or appearance. Two, destruc- 
tion of an identity standard set up by the Federal 
Food and Drug Administration recognizing oleomar- 
garine, when fortified and flavored, on a par with but- 
ter from a nutritive viewpoint. Neither goal will be 
achieved. 


Oil Coordinator Ickes will be quickly checkmated if 
he trys to stir up more trouble for petroleum consumers. 
The Senate committee which exposed his gasoline short- 
age as a phoney is remaining alive for the sole purpose of 
keeping an eye on Ickes. The committee won’t make 
its final report for several weeks. That gives it an excuse 
for retaining investigators on the payroll and on Ickes’ 
trail. The Coordinator is a hard man to squelch, and 
the Senators are resolved not to be 
caught napping again. 


Insurance company taxation row 
is plaguing Treasury experts draft- 
ing the next revenue bill. The 
specialists had agreed to extend to 
mutual fire, casualty, and marine 
companies the same income tax 
schedules now applied to stock 
companies doing fire, casualty, and 
marine business. Then somebody 
suggested life companies as well be 
similarly taxed and the agreement 
blew up. A fierce fight in Con- 
gress is inevitable if the Treasury 
hits life companies. 


Lend-lease handouts to Latin 
America will continue, but that 
phase of the Good Neighbor policy 
under which the Export-Import 
Bank advances loans to Latin 
American states for purchase of 
United States commodities may bog down. Consumer 
goods desire by the southern nations become increas- 
ingly scarce as the priorities pinch makes itself felt. 
Nonetheless, the Office for Coordination of Commercial 
and Cultural Relations between the American Repub- 
lics headed by Nelson Rockefeller has set up a special 
office here to propagandize on Latin American trade 
opportunities. The Administration is desperately de- 
sirous of blasting Nazi trade interests out of territory 
south of the Rio Grande. 


Cooperage industry is being revived by the increased 
demand for containers. For the first time in years pro- 
duction of wooden barrels and kegs is on the upgrade. 
Essential defense items are now being shipped in stave 
containers, and this trend is expected to become more 
pronounced as the priorities grasp tightens on metal 
products. 


Silk shortage is worrying defense men. Efforts to pro- 
duce silk in the Western Hemisphere have failed. 
Endeavors to fashion a satisfactory substitute for such 
items as parachutes and powder bags have likewise been 
discouraging. The search for (Please turn to page 169) 
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THE SHADOW OF COMING EVENTS: 





iss month the Government of the Dominion of 
Canada decided to go ahead with a drastic and compre- 
hensive price control measure to which it had been com- 
mitted for seme time. Following November 17, price 
ceilings will be applied on all commodities and on a wide 
range of services, while wages will be anchored to the 
cost of living. The purpose of the measure is to regulate 
the supplies of goods in order to divert a larger share 
of the nation’s productive capacity to war output and at 
the same time to avert inflation. In doing so, the 
Dominion is blazing a trail in the Western Hemisphere, 
and among democratic nations as well. Only totalitarian 
states have dared to go further in controlling national 
economy in the way Canada intends to do. 

It need not be reiterated that our country is vitally 
concerned about the success of this ambitious scheme. 
Only a few days ago another move was made to merge 
further the Canadian war effort with our own national 
defense program, bringing the economies of the two 
countries closer together than ever before. Moreover, 
Canada has served somewhat as a proving ground for us 
in regard to fiscal and economic problems connected with 
the war. The Emergency Price Control Bill now before 
our Congress draws on Canadian experience with price 
control during the first two war years. On the other 
hand, the over-all price limit on commodities and wages 
as planned by Canada resembles closely the “Baruch 
Plan” widely advocated in the United States as the most 
effective measure to prevent inflation. 

Of Canada’s war effort it can be unhesitatingly said 
that nothing has been left undone. It was estimated 
recently that more than 44 per cent of her production 
resources have been mobilized for war effort, as com- 
pared with roughly 15 per cent for the United States. 
Although her factories produced almost no war material 
two years ago, their rate of output has reached currently 
170 a month for aircraft, about 400 for machine gun ear- 
riers, and 2,000 for Bren guns. Next year the Dominion 
is expected to turn out every month some 200 medium 
tanks, 500 anti-aircraft and field guns, and about 150 
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Canada Shows the Way in Transition to Full 


War Production and Controls 


BY V. L. HOROTH 


field and naval guns. Total war contracts awarded up 
to the end of October were put at about $2,600,000,000, 
of which some $1,500,000,000 was for the Canadian ac- 
count, $1,325,000,000 for Great Britain and $140,000,000 
for the United States. To get a really proper perspective 
on these figures by putting them on the same population 
basis as the United States, one should multiply them 
by 11. 

As a result of these accomplishments, Canada’s pro- 
duction reached a new record in August, estimated to be 
at least 70 per cent above the mid-summer 1939 level. 
There are signs, however, that the utilization of pro- 
ductive resources is close to or at the peak. Unemploy- 
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A worker checks the 
accuracy of outside 
measurements on Bo- 
fors anti-aircraft guns 
in a Canadian factory. 
Cast from steel, the 
guns must withstand 
the heat of intense fire 
and the tolerance mar- 
gin on specifications is 
extremely small. 


ment has practically disappeared and industrial price 
indexes have been moving sidewise. The country’s effort 
has been shifting in the last few months from the “tool- 
ing” to the “production” stage, while raw materials and 
manufactures from the United States have also been 
more difficult to get. Hence, to spur the output for war, 
Canada is faced with the withdrawal of considerable 
manpower and productive capacity from non-essential 
uses. Great Britain went through this stage last spring, 
and at some point in the future we too shall be facing it. 


War Expenditures 


The pace of Canada’s war effort is probably best illus- 
trated by the fiscal record of the Dominion Government. 
As will be seen from the first accompanying table, war 
expenditures during the fiscal year ending March 31, 
1940, were about $132,000,000. In the next fiscal period 
they jumped to $792,000,000, and in the current year 
Canada expects to spend at least $1,450,000,000 in sup- 
port of her military establishment. This is not all, how- 
ever. The Dominion Government has had also to finance 
to an increasing extent the British and Empire purchases 
of war materials in Canada. The reason why Canada 
has had to underwrite the British Empire purchases is 
shown in the next table, which illustrates in somewhat 
simplified form the flow of payments between Great 
Britain and Canada in the past few years. 

Compared with the last pre-war year, Canadian ex- 
ports to Great Britain trebled, while the imports from 
Great Britain remained about the same. The results 
will be that in the 1941 Canadian trade with Great 
Britain will probably show an excess of exports of 
$750,000,000 while another $200,000,000 of credits will 
undoubtedly be rolled up in the trade with the rest of 


' the British Empire. Thus the British will probably need 


in 1941 at least 1,000,000,000 Canadian dollars apart 
from advances to be made against new contracts. 


NOVEMBER 15, 1941 





Press Association Photo 


Naturally, they have not that much. True, a part of 
British requirements of Canadian dollars will be taken 
care of under the Lend-Lease arrangements made at 
Hyde Park last spring. Another part will be settled by 
the British through the redemption of Canadian securi- 
ties held in Great Britain. But these securities cannot 
be redistributed in Canada without causing a severe 
decline in quotations. Hence the Dominion will have to 
underwrite practically the entire excess of payments 
with the exception of the part covered by our Lease- 
Lend arrangements. During the fiscal year ending 
March 31, the Domin- 
ion is expected to ad- 
vance at least $900,- 
000,000 as financial 
aid to Great Britain, 160 
which, of course, will 
have to be raised in 
the home market. 
According to an es- 150 
timate by the Royal a Natalee 
Bank of Canada, the i. 
Dominion Govern- | 
ment has already 140} 
financed during the 
first two years of the "e, 
war the British pur- ., 
chases in Canada to 130 
the extent of some 1940 
$1,000,000,000. About mescereeey, 
$250,000,000 was re- Ne aia 
paid in 1940 by ship- 12.0 pee "ee mao" 
ping gold, but since 
Canada had an un- 
favorable balance of 
payments with us, 110 
the gold eventually 
went the way of 
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about $5,300,000,000 in 1941. If the provincia] 
expenditures are included, probably nearly 60 per 





cent of Canada’s national income is being 
diverted to the use of Government. Dominion 
(federal) taxes are expected to provide about 
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$1,500,000,000, and the sale of Government 
securities to investors about $1,000,000,000, leay- 
ing the balance to be financed through the in- 





crease in floating debt and other means. 
Generally all types of Canadian taxes have 
been heavier than ours. Personal income tax 





rate starts, for example, at 15 per cent for the 
first taxable $1,000, and increases by 5 per cent 
for each succeeding $1,000. The excess profits 





tax flat rate has been increased from 12 to 22 
per cent which means that the starting rate for 
corporation taxes is 40 per cent compared to 





30 per cent in the United States. Broadly speak- 








ing, the excess profits tax is 75 per cent on earn- 
ings in excess of those for “standard” years 

















(mean profit in the calendar years 1936 to 1939 
inclusive) . 








1940 1941 





140 fi 
7 e i = 
Re" 
120 # 
Fal 
A | RETAIL SALES | | 
100 


Yet despite heavier taxes and increased public 
borrowing, the standard of living of many Cana- 








all gold—to the “Kentucky burial ground” of the U. S. 

De facto, the credits extended by Canada to Great 
Britain amount to some sort of Canadian “Lease-Lend,” 
since there is no more definite understanding regarding 
their repayment than under our own “Lease-Lend” 
arrangements. By the end of the current fiscal year, 
Canada will have given possibly some $1,400,000,000 of 
such aid to Great Britain—equivalent in relation to the 
population of the United States perhaps to some $17,- 
000,000,000—which should prove that the Dominion is 
doing its share. 

In order to finance her direct war effort, her normal 
budgetary expenditures and her “Lend-Lease” aid, 
Canada must raise during the current fiscal year ending 
March 31, 1942, about $2,820,000,000, which is about 
53 per cent of her paid-out national income estimated at 


dians has risen. This, of course, was to be 
expected with employment at the all time peak, 
wage rates higher, and large overtime, as apparent from 
the Canadian Bank of Commerce index showing the 
manufacturing capacity at actually 14 per cent above 
normal. Wage payrolls in manufacturing industries are 
about 50 per cent higher than before the war, and retail 
sales in August, 1941, were 40 per cent above the pre- 
war level. The rising standard of living was also an 
important factor in bringing about a considerable rise 
in farm prices—a development which probably forced 
the Canadian authorities to apply the price and wage 
freezing measure. Other factors which contributed to 
the reduction of farm surpluses (wheat excepted) and 
to the rise of prices are generally smaller crops, shifts in 
agricultural output and rising shipments of foodstuffs 
to Great Britain. 

Further expansion of civilian purchasing power at the 
time when a larger share of national pro- 





Dominion of Canada—Public Finances 


(In Millions of Dollars) 








ductive resources needed to be diverted 
into war effort would have, of course, 
resulted in competitive bidding for the 
reduced supply of civilian goods and ser- 





Year Ending March 31 1937. 1938 1939 1940 1941p 1942 VICES. In such a case the acceleration 
1 LESSEE Re Cee 445 513 499 535 ss4 1,500 +f the inflationary prices and wage spiral 
would have been bound to take place. 
Expenditures: I . ier A : 
n view of our economic integration with 
EE oe eee eee ae 481 489 515 526 © 463 470 Canad ‘aflati alien ‘Chea 
War (National Defense).................. 22 33 34 132 792 1,450 es 8S eee eee eee wee 
—_ —-—_ —_  — —— would have had repercussions in this 
Total Expenditures.................. 503 522 549 657 1,256 1,920 
country and no doubt would have upset 
Financial Aid to Great Britain*................ 750 900 exchange relations as well. Hence, the 
Total Financial Requirements.................. 503 522 549 2,660 2,820 decision of the Dominion Government 
Calendar Years 1936 1937 1938 1939 1940 1941 to eg) aoe and Fee nn ssi 
National Income—Paid Out................4. 3,427 3,824 3,837 4,040 4,594 5,300 Pasion 0 Canadian civilian purchasing 
power is now at an end. 
Dominion's Financial Requi ts to National ——— C 1 
. anada h the 
TOT eT Ore re 14.6 13.7 14.3 30.8 53.1 d ey been insite for 


p—Preliminary. e—Estimated. 
Royal Bank of Canada; represents credits to 


ities in Londen; foreign h purch , etc. 





*—Rough estimate based on the figures published by the 
Great Britain, anticipated payments of Canadian secur- 


freezing of the price and wage struc- 
ture for some time. Last August ex- 
ecutive orders reorganized completely 
(Please turn to page 166) 
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Extra Help For 1942... + 
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Our Christmas Gift To You . 
? “To Make Money Today” . . . the most important-to-you book of the 
year. Together with The Magazine of Wall Street, it will give you a 
r common-sense basis for arriving at sound decisions in the proper * 


handling of your investments in the crucial year ahead. 








NOT FOR SALE 
(Value $2.50) 





A Personal, Private-Edition Copy of the Timely Authoritative New Book 


TO MAKE MONEY TODAY 


By A. T. MILLER, Investment Authority 


Now and throughout the momentous year ahead, this book will be your most practical investment aid— 
one to which you will refer continuously and depend upon for sound guidance as the pattern of our war 
economy unfolds. It is designed to provide you with that extra help so vital to your investment success un- 
der today’s difficult conditions. 


iT WILL TELL YOU: To Assist You Further— 
: : : ...How to Determine Whether Your Holdings, Diversifi- 
What to Consider Now; Throughout 1942 cation and Balance Suit Your Needs. 
... General Strategy and Tactics to Enable You to Ride .+» How to Follow a Strategic Semi-Investment Course. 
With the Tide. ..»How to Plan and Carry on a Sound Investment Pro- 
gram. 


How to Decide What Action to Take cee ; ’ é 
3. Fitting Selections to Your Needs 

...You Are Your First Investment Problem. ... Suggests Types of Securities and Weighs Their Merits 

we or Under Today’s Conditions. 

(a)—A new and original method for arriving at conclu- aa 
sions based on (1) your temperament, (2) your ex- (a)—For Envestmnent—Fet Profit and Income—For Specu- 
perience, (3) your background, (4) your economic lation—For Short Term—For Longer Term. 
status, (5) your requirements. (b)—Points Out Securities Rating High Because of Sound 

7 Labor Position . .. Well Founded Economic Outlook 

. . . Dynamic Issues That Suit the Times . . . Post- 

War Opportunities. 

(c)—Whether your resources require a common-sense (c)—Presents Rounded Portfolios to Meet Individual 
rather than a “psychological” handling. Requirements. 


(b)—If you are “psychologically” adapted to be an in- 
vestor, a speculator, or a semi-investor. 


This book will serve you well in these critical days . .. enable you to think out your own problems. . . give 
you the benefit of our expert judgment. We consider it one of the finest we have ever published . . . one 
of the most practical. 


To be sure of receiving a copy, send your order today as we are printing only a limited edition. 
Lo] 7 - y Lawl 2 
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For Christmas 


“To Make yp / The Magazine 
Today” ° 
+ 4 ag omer as Wall Street 


The combination supplying you with the — 
necessary for sound and judicious action im 1942. 









THE IDEAL GIFT 
To Yourself, Father, Son, Friends and Business Associates 


The gift that lasts forever and can never be taken away is knowledge and superior judgment. More 
than ever will they be essential as a basis for decision in kaleidoscopic 1942. 





Because of its broad scope, its authoritative character, its sound common sense, no Christmas gift you 
can give this year will provide greater service and compliment the recipient more than The Magazine 
of Wall Street. It will express your esteem and interest ... and 26 times throughout the coming year 





























. and then with eagerness . . 
never believed he could acquire so easily. 


Enter Your Gift Subscriptions Now... For 


Your Business Associates and Friends—who will appreciate 
being put in touch with a source which so reliably interprets 
the basic forces dominating industry today. It will form a 
bond of interest and discussion during the vital months to 
come. 


Your Executives and Employees—who will acquire a _ better 
understanding of the vast changes taking place in this 
country and throughout the world. It will develop their 
judgment. 


Your Son and Daughter—to give them the perspective they need 
to solve their financial problems in practical life, today and 
tomorrow. 


Yourself — because each issue brings you ideas you can use and 
adapt to your own problems—because it is an investment 
guide of inestimable accuracy, value and scope, regardless 
of price. 


Secure This Valuable Book... . FREE 


Mail the coupon below with your remittance today. Your gift 
subscription will start with our Christmas issue. In addition, 
you will receive a private-edition copy of our important new 
hook “To Make Money Today” (described on reverse side of this 
page) immediately on publication. Your gift subscription also 
includes confidential inquiry privilegese—FREE. 


The Magazine of WaH Street, 90 Broad Street, New York, N. Y. 


(1 I enclose $7.50—enter (or extend) my own personal subscription to The 
Magazine of Wall Street for one year (26 issues) ... including Confiden- 
tial Inquiry Privileges . . . and a FREE copy of “TO MAKE MONEY 
TODAY” (value $2.50). 


URS ie es Be ae A pe Ne a0 Reena M-Ins-11-29 


(C11 enclose $7.50 each for the attached Christmas Subscriptions on which 
Gift Cards are to be mailed. 


(Add $1.00 for Canadian and Foreign Subscriptions) 


important 15 days 


Vi ne dione \ be Sil) 4 


_——_——_— — — Mail This Special Gift Order Today— — — — — 


This combination offer—at the special price of $7.50—is good for 
only, after which it will be $10. On January 1, the price 


he will be reminded of your thoughtfulness. He will turn to the Magazine with satisfaction at first 
. because he will gain an insight into the nation’s business which he 


“Like the Breath of Life on 
Ezekiel’s Valley of Bones...” 
MAGAZINE 
ALL STREET 





John J. Chalmers of New York writes us: 


“Enclosed is my check for another year’s 
subscription. I have been a reader of The 
Magazine of Wall Street for many years. 
While I am not in the market now, never- 
theless I continue to read your magazine. 
Facts and figures to me are like Ezekiel’s 
Valley of Bones, the dry and dusty skele- 
tons of the real thing. It remains for your 
magazine more than any other to breathe 
life into these dry bones. 


“T think your Magazine should be read to 
know what is going on in front of our 
eyes, and what goes on behind the scenes. 
Best wishes for your continued success.” 
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1. The Magazine of Wall Street 
for 1 year (26 issues) ... $7.50 


-Including Confidential Inquiry 
Service by personally dictated let- 
ter... without additional charge. 

2. Our Valuable New Book “To 
Make Money Today”... Free. 
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Don’t Sell Your Utilities ... 





-If You Are Holding the Right Kind 


BY FRANCIS C. FULLERTON 


i. seems to be a part of the American political system to 
select a powerful and necessary industry as the target 
for persecution in the interest of political prestige and 
perhaps as a means of diverting public attention from 
other issues. Once the subject of such attention was the 
canal system, which was the forerunner of the railroads 
as the nation’s means of transportation of goods. When 
the rails displaced the water routes, they, in their turn, 
came in for a spell of prosecution and political persecu- 
tion. The banks had their turn and so did the insurance 
companies. In more recent years it was the fashion to 
hamper and bedevil the public utilities and, as was true 
in all other cases, this constant attack has re- 
sulted in a loss of confidence in the securities af- 
fected. 

There is no denying that this is in goodly mea- 
sure the result of abuses and questionable tactics 
within the public utility industry itself and that 
correction of these maladjustments will be bene- 
ficial eventually to the security holders and the 
consumers. In the case of the previous subjects 
for legislative attack, fashions changed and the 
demagogues’ attentions were diverted to other, 
fresher objectives, leaving the former targets in 
a stronger position than when they started. The 
results have been in the main, beneficial, even 
though the cure was drastic. 

In the case of the public utilities, attacks have 
been centered more upon one phase of the indus- 
try than on others. What is mostly under attack 
is the financial pyramid built up during the lush 
years of the later ’twenties. In all fairness, most 
of the allegations of the prosecutors have a strong 
basis in fact even though they may be embroid- 
ered with some fancy in order to appeal to the 
general public. Top holding companies have 
debatable necessity in the efficient operation of 
any utility system and in some cases, through ar- 
bitrary write ups of operating company values 
and excessive charges for services of questionable 
value, have restricted the earnings of the oper- 
ating subsidiaries and also have made for rela- 
tively high charges for service to the consumer. 
Some of the intermediate holding companies per- 
form a valuable service through providing cen- 
tralized purchasing facilities for supplies and in- 
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terconnection of distributing facilities and this fact is 
recognized in the Public Utility Act itself which dis- 
criminates between holding companies—according to 
their functions—in prescribing mandatory dissolutions. 
The case of the top holding companies warrants consid- 
erable investor distrust but even here, it is probable that 
current low prices for their securities over-discount the 
unfavorable eventualities. 

The market value of many operating utility companies 
reflects mostly the public distrust of anything connected 
with the industry. In other words, the operating com- 
panies carry the same stigma as do the top holding com- 
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panies despite the fact that their prospects are often 
very good. True, the operating utility companies are 
also regulated but these regulations have mostly to do 
with rates and then the rates are mostly for residential 
service. The trend is toward still lower residential rates 
and this in spite of admittedly higher operating costs. 
On the surface, it would seem as if the operators were 
being squeezed between the two trends to the disad- 
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vantage of their shareholders. However, such is not 
actually the case. Residential rates may be inflexible 
but commercial and industrial rates are not. The main 
benefit of the residential load is that normally it is at its 
peak when the other loads are at their day’s low. Now, 
the industrial load is, in many localities, held at close 
to peak levels 24 hours a day and in almost every in- 
stance, not less than 18 hours as compared with a normal 
load of 8 hours. There have been only normal additions 
to the residential load so that it no longer accounts for 
approximately 25 per cent of the general load and is thus 
of lesser importance to the operators as a source of 
revenue. 

Most of the large industrial consumers have contracts 
with the utility operators which provide for a minimum 
current rate but which also recognize higher energy pro- 
duction costs with sliding scales in keeping with the in- 
creases in the cost of materials and labor. This factor, 
together with the additional fact that many generating 
stations are now operating at full capacity all day long, 
makes any modest further decline in residential rates 
relatively unimportant from the standpoint of current 
earnings in many cases, though not all. And there is a 
growing recognition on the part of several state regula- 
tory bodies that residential service cannot be furnished 
without at least a modest profit to the operators. It is 
not at all unlikely that the near term will witness the 
unusual development of some residential rates being in- 
creased with the blessing of the interested public utility 
commissions. 

What are the largest items of operating cost for the 
electrical utilities? They are fuel and maintenance. 
Labor, the greatest item of cost for most industries, has 
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only a modest bearing on the expense of the electrical 
generating industries. Taxes will, of course, be higher 
but most operators need have little concern about ex- 
cess profits taxes and the sharply higher industrial load 
in most cases will offset the increase in regular taxes, 
leaving a sizable margin to spare. The flexible industrial 
rates previously mentioned will serve frequently to offset 
higher operating costs. 

There is some concern expressed over the pros- 
pects of the utilities losing a substantial part of 
their normal load through the inability of some 
consumers to obtain needed materials for their 
regular products and are further unsuccessful 
in obtaining compensating defense work. It is 
hardly likely, except, perhaps, in isolated in- 
stances, where such enforced shutdowns will 
even be noticed by the utility companies which 
provide the service. Some such casualties have 
already occurred but recent power production 
J figures do not reflect the fact. For instance, the 

# Federal Power Commission reports that elec- 
trical energy produced for public consumption 
during the month of September, reached an all 
time high of more than 509,000,000 kilo-watt 
hours daily or 1.7 per cent higher than the aver- 
| age for the month of August. For the entire 
month of September, production reached the 
remarkable total of 14,150,603,000 kilo-watt 
hours or 20.4 per cent higher than in the same 

month of 1940. These gains despite the fact 

that low water in New England and the South 
Atlantic areas resulted in a decline of energy production 
in those territories and a real power shortage. 


Effect of Taxes on Utilities Prospects 


Undoubtedly, net earnings of the electric power in- 
dustry in general will show a decline from those of a 
year ago. But the decline will be moderate and hardly 
of such magnitude to warrant a further serious mark- 
down in the value of the respective shares. A projection 
of composite earnings of the first half of this year in- 
dicates that gross income of the industry should increase 
approximately 6 per cent over that of a year ago. Taxes 
will take about 1.7 per cent more of gross income than 
they did a year ago and other costs will be somewhat 
higher but all in all, it is expected that at least 16.3 per 
cent of gross—after deducting fixed charges—will come 
down to net income as compared with about 18 per cent 
for 1940. In individual cases, the decline in earnings of 
the better operating utilities available for equity se- 
curities should be no more than 10 per cent in the most 
vulnerable instances to a probable figure of 5 per cent in 
the more favorably situated cases. It is quite significant 
that the most recent gains in energy output have been 
accomplished with a decrease in the actual quantity 
of fuel consumed, thus indicating higher operating effi- 
ciency even if the improvement is offset by higher costs 
of fuel. Greater employment of generating facilities, 
maintenance deferred by priorities, better industrial 
rates and—perhaps—stable, if not modestly higher resi- 
dential rates all constitute a rather powerful support to 
earning power. 

Operating utility company—and even some holding 
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company—bonds are in a favored position as far as in- 
terest coverage is concerned. There is no good reason 
why they should be liquidated. The same thing ap- 
plies to the better situated preferred shares of the same 
class of utilities. Even top holding company securities 
are worthy of retention unless it can fully be demon- 
strated that the value of the assets behind the issues 1s 
considerably below that of the current market prices. 
In only a few instances has a study of the situation dis- 
closed a top holding company security that was priced 
above a conservative value in liquidation and almost in- 
variably such securities were common shares or the low- 
est step in the corporate financial structure. And these 
shares were already priced so low in the market that it 
would not involve any considerable additional loss if 
they were maintained to the finish. 

Because a company may be a top or near top holding 
company is no valid reason why the outlook is one only 
of gloom and eventual destruction. There are some in 
this category whose prospects, even in dissolution, are 
distinctly good and whose immediate earnings and in- 
come possibilities are well above the average. American 
Gas & Electric Co., American Light and Traction, North 
American Company and United Gas Improvement Co., 
to name but a few, have distinctly favorable prospects 
both for earnings and eventual outcome of enforced in- 


is beneficent since in no other manner could the high 
type of service rendered be duplicated at prevailing 
costs. The two greatest combinations in the communi- 
cations section of the utility industry are unquestionably 
American Telephone & Telegraph Co. and Western 
Union. Both are holding companies for numerous oper- 
ating subsidiaries but each of these subsidiaries is inter- 
connected with the other to constitute a wide flung but 
completely integral whole. 

High levels of industrial activity such as we are now 
experiencing make for a large volume of business for the 
telephone and telegraph companies. For instance, dur- 
ing the 12 months which ended August 31, 1941, Bell 
System (American Telephone and its principal telephone 
subsidiaries) reported operating revenues of $1,255,742,- 
668 as compared with $1,149,226,167 for the same period 
of a year ago. Taxes were $50,000,000 higher than a 
year ago and thus served to reduce the net income avail- 
able for bond interest and dividend. But, the decline 
was not great, amounting to only about $3,500,000, thus 
bringing the total net income down to $209,743,244 from 
$213,208,849 in the previous year. In the quarterly pe- 
riod which ended on the same date, American Telephone 
earned $2.41 a share as compared with $2.38 in the same 
three months of 1940. It is highly probable, despite the 
fact that the remainder of the year will of necessity 
provide for retroactive taxes out of current earn- 








ings that earnings of the parent company for the 





period will closely approach those of a year ago 
when the final figures indicated earnings mod- 
erately in excess of $11 a share. Taxes will con- 























DOW JONES UTILITIES 











tinue to take a larger share of income and ex- 
penses will be higher, but offsetting these will 
be a higher demand for service and a consequent 
increase in gross income. Currently selling at 
no more than 15 times potential longer term 
earnings and—more important—providing a 











reasonably certain return of just less than 6 per 
cent, there seems to be no real incentive to dis- 
turb investment holdings whose major function 





is to provide income with security. 
Western Union is also doing something like 
its old time business. Eight months’ gross in- 
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come amounted to $74,125,251, or nearly 14 per 
cent greater than a year ago. August gross 
revenues were 16.3 per cent higher than in the 
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same month of 1940. Net income for the same 











tegration. Then, too, such operating—or perhaps first 
holding—companies as Boston Edison, Cleveland Elec- 
tric Illuminating, Commonwealth Edison, Consolidated 
Gas of Baltimore, Louisville Gas & Electric, Pacific 
Lighting and Southern California Edison are all favored 
by the intense industrial activities in their respective 
service areas and their relative freedom from the more 
adverse effects of the Public Utility Act. 

No discussion of the prospects of the public utilities 
would be complete without some reference to communi- 
cations. It is a fact that the communication system is in 
the hands of a relatively few organizations and these 
few are holding companies in the strictest sense of the 
word. But, despite the fact that they constitute a vir- 
tual monopoly in their respective fields, the monopoly 
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period of this year was $4,744,892 or the equiva- 
lent of $4.54 a share of common stock as com- 
pared with $1.77 a share in the similar eight months of 
last year. At current market prices for the shares, they 
are selling at 4 or 5 times probable earnings for the year. 

Obviously, war time conditions are making for these 
heavy earnings for Western Union and after the emer- 
gency has passed the business will probably revert to its 
former volume. But, in the interim, Western Union will 
have had an opportunity to replenish its cash position— 
formerly one of the weak points—and, moreover, it is 
likely that through eventual merger with Postal Tele- 
graph under Government sponsorship, the company will 
enjoy a freedom from competition not previously experi- 
enced. Merging of the two telegraph companies will 
make possible a number of operating economies never 
before possible and will (Please turn to page 169) 


141 











/ Bonds and Preferred Stocks 


For Inereased Yield 


OFFERING A CONSERVATIVE SAFETY MARGIN 


BY J.S. WILLIAMS 





A LEADING Wall Street commentator recently referred 
to the investment outlook as a “blind spot,” an apt 
way of summing up the many uncertainties and im- 
ponderables which have brought investors to a state of 
mind where they are extremely unwilling to do anything 
in their own behalf, fearful that whatever move they 
may make will be wrong. It is true, of course, that 
when one approaches such questions as the duration of 


to be prepared investmentwise against the unexpected. 
Offhand, the latter may sound trite or theoretical. As 

a matter of fact, however, it is both practical and sensi- 
ble. In the first place, the investment of capital funds 
cannot be undertaken with the guidance of scientific 
yardsticks. Investment yardsticks originate principally 
in precedent and past performance, which are by no 
means a wholly reliable means of anticipating the future. 
Rarely, if ever, is it possible for the 





investor to formulate—and_ follow 





Selected Preferred Stocks for Income 


Current 
Call Recent Yield 
issue Price Price % 

Fo er ies 100 86 5.81 
American Sugar Refining, 7%.................. NC 96 7.29 
Associated Dry Goods, 6%.................... NC 34 7.14 
ty. |” Ae ree ee 31 22 6.82 
Chicago Pneumatic Tool, $3.................... 55 39 7.70 
3), A a ga 110 82 6.10 
ee MNT NG ss 6 5s sss cone oes ddcrawonen 100 69 7.25 
Fe ek) 105 73 6.85 
PRE NG Si oie ss cy tues ota tances ba nee 105 95 5.26 
Republic Steel "A", 6%..............0.000. , 110 82 7.32 
Shei @ Phen; $O50.... 5. soo oe cece. 75 55 6.36 
EE eee Aa ner a NC 98 8.16 
Worthington Pump Cv. Prior, 442%............. 100 54 8.33 


NC—Non-Callable. 


successfully — an all-out program 
based on the anticipation of a cer- 
tain series of events occurring in the 





1941 


Silk Meee future. Such a program would be 
Hish Low nothing short of a reckless gamble 
87 11% and far removed from any rational 
” " conception of investment. 

- —e To emphasize this point, let us 
“i mi take the case of the flour miller. 
on% ai Wheat is his principal raw material 
14%, 581, and in order to stay in business and 
864s 70 supply his customers with flour he 
95% 83%, must enter the open market and buy 
97 80% whatever quantities of wheat he 
58 51% may need. Today, say, our miller 
103% 80% buys 50,000 bushels of wheat. At 
_ sais the same time he sells short another 


50,000 bushels of wheat. He may 
have a strong conviction that wheat 








the war, the extent of our own involvement, government 
controls, burdensome taxes, inflation threats and the 
ultimate aftermath, and attempts to rationalize them in 
terms of investment action, the result is likely to be one 
of confusion and doubt. But let the investor ask himself 
how often in his experience has it been possible to arrive 
at an apparently logical and clean cut decision, only to 
have it discredited by later events, which could not pos- 
sibly have been foreseen. Even if the investor shows a 
natural reluctance to acknowledge his own errors of 
judgment, he must admit that the most effective way of 
avoiding costly mistakes, or at least mitigating them, is 
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prices are too high, or too low, but 
he knows from experience that he cannot afford to 
gamble. If wheat prices rise, he will be able to sell his 
flour at a higher price, offsetting his loss on his short 
sale and protecting his normal margin of profit. If 
wheat prices decline, and flour prices suffer a corre- 
sponding drop, the damage to his profit margin is offset 
by his profit on his short sale. In the end he has made 
the same profit as he would had he been dependent upon 
a less volatile commodity. If, however, he had neglected 
to “hedge” his purchase of wheat, believing that prices 
would go even higher, only to see them confound his 
judgment by dropping sharply, he would have let him- 
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self in for a sizable loss. In other words, he would have 
gambled and lost. 

Just so with the investor who stakes the bulk of his 
capital in inflation “hedges,” defense issues, or any other 
type of “heads or tails” program. If he is right he 
may cash in handsomely, if he isn’t he stands to lose 
his shirt. 

What is true in the case of our flour miller also applies 
to the individual investor—and we mean the type of 
investor who is primarily concerned with the security 
of his capital and dependability of income. This class 
of investor in the present setting is no more justified in 
committing himself to a one-track program than is the 
flour miller who is concerned only 


investor into a potentially dangerous sense of security. 
Reverting to the case of American Tobacco agam, it 
was no secret that the company was not earning divi- 
dends by a particularly wide margin of safety. But on 
the other hand it had been scoring important competi- 
tive gains over the past year, and on other occasions the 
$5 dividend rate was maintained despite the fact that 
it was not fully earned. An exceptionally strong finan- 
cial position supported this policy. As a result the recent 
reduction came as an almost complete surprise. The 
market value of the shares declined $11 literally over- 
night. 

The example of American Tobacco should serve notice 








with conducting his business at a 
reasonable profit. And like the flour 


miller, the investor has at his 
disposal the means to safeguard his 
objectives. Issue 


There are various practical meth- Alleghany Corp. 5s, 1944. . 
ods by which the investor can bal- 
ance his security holdings in a man- 
ner calculated substantially to soften 
the impact of adverse developments. 
This discussion is concerned with 
only one of these—the practical 
aspects of including selected bonds 
and preferred stocks in a portfolio 
now largely committed to common 
stocks. 

There is no gainsaying the fact 
that the common stock investor is 
today afforded a wide choice of 


Atlantic Coast Line 5s, 1945 


Canadian Pacific 5s, 1954... 


Indianapolis Gas 5s, 1952... 
Long Island Railroad Ref. 4s, 
Pere Marquette 5s, 1956.... 
Southern Railway 614s, 1956 
United Drug 5s,1953...... 
NC—Non-Callable. 


American & Foreign Power 5s, 2030....... 
Bangor & Aroostook 5s, 1943... 


Chicago Great Western 4s,1988................ 
Cleveland Union Terminal 5s, 
Continental Gas & Electric 5s, 1958.............. 
General Steel Castings 514s, 1949............... 


Selected Medium Grade Bonds for Income 


Current 1941 
Call Recent Yiel Price Range 
Price Price % High Low 
ey 1021 1 5.49 93% 90 
1071, 68 7.35 6914 52 
Poarciietvasawasnt 103 95 5.26 97 77 
aad eho tar NC 92 5.43 9214 84 
Ae en reeset 104 88 5.68 89% 69% 
100 67 5.97 72 63 
LL. ee eee 105 71 7.04 79% 105g 
102 97 5.15 98%, 8914 
1021 96 5.73 9658 8478 
ae oe if NC $2 5.43 921 75 
Lo PEPE RE Pe? NC 96 4.17 99% 9435/5 
re 105 73 6.85 8314, 6714, 
a NC 87 7.47 89 79 
103 93 5.38 93% 82%, 





stocks — good common stocks — 





affording an exceptionally favorable 

yield on the basis of indicated dividends. It is a fore- 
gone conclusion, however, that corporate taxes next 
year will be even higher and while it is a reasonable 
assumption that many companies will successfully absorb 
these taxes without seriously jeopardizing the margin of 
safety for dividends, others may be forced to cut the 
cloth of dividends to the measure of earnings. Witness, 
for example, the recent reduction in the dividend of 
American Tobacco from $1.25 quarterly to 75 cents quar- 
terly, notwithstanding the fact that current sales and 
operating earnings are considerably better than last year. 
Increased taxes, however, wiped out these gains and 
forced a lowering of the dividend as a conservative meas- 
ure. The action in this instance is the more significant 
because American Tobacco common and class “B” stocks 
have long been recognized among the more conservative 
income common stocks. 

The number of companies compelled to follow the 
suit of American Tobacco will undoubtedly increase in 
the months ahead. Meanwhile, the investor will be 
under the compulsion himself of stretching income to 
meet higher taxes and increased living costs. A divi- 
dend cut made in times of general business depres- 
sion may inflict relatively less hardship on the in- 
vestor than one made at a time when business is 
‘iia booming and prices are rising all along the 
ine. 

The fact that a company may have treated its stock- 
holders generously in the past could quite easily lull the 
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on all investors of the urgent necessity of checking care- 
fully all common stocks which contribute importantly 
to their income. In all instances where there appears 
any basis for doubt, and if a reduction in the current rate 
of payments would impose a financial strain, such issues 
should be eliminated. Selected bonds, particularly 
medium grade issues, and preferred stocks might well 
be chosen to advantage to replace such issues. 

Several factors favor the case for medium grade bonds. 
Bond interest, of course, is a charge against earnings 
ahead of income and excess profits taxes. With the 
advantage of the defense program many companies are 
currently covering fixed charges by a wide margin, 
whereas previously the margin was not sufficiently ade- 
quate to provide the degree of protection which would 
entitle the bonds to a higher investment rating. Many 
of the bonds in this category still fall considerably short 
of, and may never acquire, a high grade investment 
status. However, for the purpose of the income investor 
it suffices that interest is currently well secured and 
promises to continue so indefinitely. Remember these 
issues are being utilized to replace common stocks where 
dividends are not secure. Another condition which af- 
fords a stabilizing market factor for medium grade bonds, 
is the spread of the policy of using cash reserves to pur- 
chase bonds in the open market. Many companies, par- 
ticularly railroads, are employing this method of reduc- 
ing their debt, even at the expense of common dividends. 
While the advantages of me- (Please turn to page 167) 
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Robert Yarnall Richie Photo, Courtesy American Brass Co. 


Foom being the world’s greatest exporter to a domestic 
scarcity in less than a generation is the history of the 
American copper industry and would, under norma! 
circumstances, indicate that this country’s previously 
huge reserves of the metal were approaching depletion. 
But such is not the case. We still control better than 
one-third of the world’s known copper supplies and well 
over half of the entire world’s reserve lies within the 
boundaries of North America. If we should be forced 
to do so, we possibly could produce as much copper as 
required, but in order to get out every available pound 
of the metal, we would have either to pay considerably 
larger prices or nationalize the mines. Since in a democ- 
racy—even under the pressure of an emergency—it is 
unpolitic to confiscate private property, the first course 
will probably be the one pursued. 

Domestic copper production is currently running at 
moderately less than 90,000 tons monthly or at the 
annual rate of approximately 1,070,000 tons. The 
domestic output is admittedly less than needed for sched- 
uled fabrications but, it must be remembered, this pro- 
duction is coming only from the lowest cost domestic 
mines and a substantial additional quantity would be 
available if it were even modestly profitable. Given 
similar working conditions to that of the South Amer- 
ican or African mines, American copper producers could 
outsell any of their world competitors. But since work- 
ing conditions in this country are immeasurably better 
than anywhere else, production costs—except in the 
most prolific mines—are relatively high. Such domestic 
miners as Kennecott, Phelps Dodge and Consolidated 
Coppermines have extraordinary low cost and can 
undoubtedly profit substantially on 12-cent copper 
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BY PHILIP DOBBS 


while other slightly higher cost producers such as 
Anaconda, Calumet & Hecla, Magma, etc., can also 
do reasonably well. But there are borderline in- 
stances such as Copper Range, Isle Royale Copper 
and others where production costs are close to or 
even higher than prevailing copper prices and there- 
fore, in the absence of adequate returns, their 
metal is lost to the general supply unless they 
receive compensation for the differential. 

Prices naturally have always had a direct bearing on 
production. This is well demonstrated by statistics 
covering the past 15 years. The record for copper pro- 
duction during that period was established in 1929 when 
1,026,000 tons of the metal were recovered and at the 
same time copper prices averaged 18.35 cents a pound, 
Connecticut Valley, for the year. It reached its highest 
monthly average of 21.38 cents a pound in March of the 
same year. Since that time, mining and refining methods 
have improved considerably so that it is quite possible 
to recover a much larger percentage of copper than 
heretofore by working previously uneconomical ores. 
But in spite of the increased economies of production, 
the output for 1940, amounting to about 892,000 tons, 
was the largest since the previous record year. This 
year it is probable that the 1929 record for copper pro- 
duction will be equalled and perhaps exceeded. But 
the point to be remembered is that this year’s output 
will come from a relatively few mines as compared 
with 1929, when prices for copper permitted the opera- 
tion of higher cost producers. 

We have been supplementing our own low cost pro- 
duction by purchases of equally as low cost foreign 
copper—mostly South American—and since there is 
approximately half as much copper available in Chile 
and Peru alone as there is in the United States, such 
purchases are economic and justifiable. There are. 
however, at least two difficulties in the way of unlimited 
imports of copper. One is the tariff that adds 4 cents 
a pound to the cost of any foreign copper and the sec- 
ond is the scarcity of transportation facilities in ade- 
quate volume to assure a continued flow of foreign 
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metal to our shores. The first difficulty is perhaps 
the most awkward one to surmount. The copper indus- 
try is well represented politically and will therefore be 
in a position to obstruct any move to permit an influx 
of foreign copper until every possible domestic resource 
has been exhausted. To get out the domestic high cost 
copper it will be necessary to raise the ceiling on copper 
prices or, if nothing so forthright is possible, the neces- 
sity of providing profits to high cost miners can be 
accomplished by granting subsidies. This is already 
being done in the case of at least three such mines in 
the Lake Superior District and the practice will become 
more general. 

Subsidies to high cost producers are only temporary 
expedients at best. Labor and tax costs are rising so 
rapidly that even the moderately high cost mines which 
are still able to realize a profit on 12-cent copper will 
find profits shrinking to nothing unless they too receive 
a subsidy over prevailing prices to prevent operating 
at a loss. The most effective remedy will be to grant a 
general increase in the price of copper and such action 
will probably not be long delayed. When all possible 
domestic copper is being produced at a profit to the 
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miners then—and perhaps only then—will the tariff 
barrier be removed. 

However, in common with the “price ceiling” on cop- 
per, the tariff is also being circumvented to import 
sizable quantities of foreign metal. The Government 
does this by purchasing copper from South American 
mines at a price of 10 cents a pound and reselling the 
metal to American fabricators at the prevailing market 
price. On the face of it such a deal would seem to indi- 
cate a loss of 2 cents a pound on every transaction 
for such copper would, in the normal course of events. 
bring 4 cents a pound to the Government. The 
loss is, however, only one of bookkeeping and actually 
represents a profit of 2 cents a pound rather than a loss. 
Given adequate transportation facilities, South America 
can provide this country with the largest part of its 
deficit of copper. The transportation facilities are grad- 
ually improving and when new ships become available 
in increasingly large numbers, the problem will be 
solved. Of more interest to the copper mine stock- 
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holder is the fact that the largest of the South American 
mines are owned by the largest American companies 
who have, figuratively speaking, been “stuck” with 
much foreign copper since the outbreak of the war. 
And, for numerous reasons, such as low labor costs and 
less burdensome tax problems, foreign copper is normally 
quite profitable to the producers. 

That there is a shortage in the supply of copper avail- 
able for all needs is an undoubted fact, but that esti- 
mates of the actual shortages are completely accurate 
is not quite so certain. For one thing, copper authorities 
estimate that an increase of only 2 cents a pound in the 
price of copper would bring out some 10,000 tons of 
additional copper monthly, and added to this is the fact 
that Phelps Dodge’s Morenci mine is expected to come 
into production early next year with an additional 6,000 
tons of reasonably low cost copper per month. Were 
this 16,000 tons of copper per month currently available 
then all priority ratings from A-1A to A-10 would have 
had a full supply of metal during September with some- 
thing to spare. As it was, A-10 got none. 


No Shortage for Defense 


Most of the estimates of copper requirements are 
based upon the supposition that all contributing factors 
will continue unchanged during the period. Such im- 
mutability is not always the case. The railroad shortage 
of freight cars failed to materialize as did the antici- 
pated shortage of gasoline. Brass fabricators who make 
cartridge shells have been forced to reduce their output 


or zine but because they have been producing with such 
good will that the cartridge loaders have been unable 
to keep up with the supply of shells. Until the loaders 
use up some of their stocks, the making of shells in some 
factories will be reduced from three shifts a day to only 
one. If our consumption does reach the estimated total 
of 160,000 tons monthly then there will be a real short- 
age. But with the probability of about 40,000 tons 
monthly from South America and the possibility of more 
than 105,000 tons monthly from domestic sources it is 
likely that no shortage will develop as far as defense 
requirements are concerned; especially since the 160,000- 
ton requirement estimate includes a certain amount of 
copper for civilian use, an application that has but 
recently been even more drastically curtailed. 

The maintenance of a constant flow of copper de- 
pends completely upon refining facilities. This coun- 
try’s refineries are fully occupied and their capacity is 
constantly being expanded by sizable additions. Amer- 
ican Smelting & Refining is this country’s largest refiner 
of non-ferrous metals and, in addition, has a fairly large 
capacity for the production of copper ore and other 
metals. The refineries and smelting plants operate on a 
custom or toll basis which gives the company an oppor- 
tunity to participate broadly in the current boom for 
non-ferrous metals. In addition to domestic mines and 
processing plants, American Smelting has extensive zinc 
and other interests in Mexico. Earnings have been more 
than satisfactory, despite higher costs and taxes. In the 
first half of this year, American Smelting reported earn- 
ings equivalent to $2.29 a share as compared with $2.12 
a share in the same period (Please turn to page 170) 
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BUSINESS: Acme Steel Company fabricates and finishes raw steel 
but has no raw steel production capacity. Strip steel is sold for addi- 
tional manufacturing and in addition, Acme makes a line of finished 
products which include bale straps, barrel hoops, wire for wirestitching, 
corrugated "nails" or fasteners and a number of similar items which 
find general employment in industry. Most of the materials manufac- 
tured are designed to facilitate packaging and shipping and thus are 
highly serviceable—even if indirectly—in defense work as well as for 
civilian requirements. Production capacity has been expanded within 
recent months and through selective merchandising, the most profitable 
items have been stressed while the others have been dropped. Metal 
scarcities may slow down production for a time but because of the 
utility value of the products, priorities should not be unduly burden- 
some. 


FINANCIAL POSITION: Although the company is relatively a small 
one, it has a dividend and earnings record unmatched by many larger 
organizations. At no time during the current century has the com- 
pany been unable to report a profit in any year and during the same 
period of time, dividends have continued in an unbroken sequence. The 
capital structure is of the simplest. It consists solely of 328,108 shares 
of $25 par value common stock. At the close of 1940 there were out- 
standing $500,000 in bank loans but since that time it is understood 
that these loans have been retired. Wages and higher taxes have taken 
their toll of Acme's earnings in common with most other enterprises 
but despite these increases, 9 months earnings statements indicate that 
Acme earned $7.34 a share of common stock as compared with $5.03 
a share for the same period of 1940. For the 12 months ended Sep- 
tember 30, earnings were equal to $8.73 a share after all adjustments. 


OUTLOOK: Earnings may have reached a ceiling for the immediate 
future but prospects are for maintenance at least at current satisfac- 
tory levels and a liberal dividend distribution. 


MARKET ACTION: Acme Steel Market Acme's moves in 
Co. Average relation to average 

‘37 high to '38 low....... 67% decline 64% decline 1, wider 

*38 low to '38 high....... advance 16% advance 13% wider 

'38 high to '39 low....... decline 34% decline 17% wider 

"39 low to ‘39 high....... = advance 44% advance vA wider 

39 high to '40 low....... — 488 — 16% narrower 

‘40 low to ‘40 high....... fo advance 67% advance 1 wider 


“ Svante volatility on six oat 49% sre ation than the M. Ww. S. index of 290 common 
jocks, 

COMMENT: Recent price 47!/2. Additional plant facilities should 
permit increased production of profitable materials to offset higher 
costs and taxes. 


Long-Term Record 





Net Sales Netincome Net Per Divi- Price 
(thousands) (thousands) Share dends 

$9,408 $1,021 $3.11 $1.75 

13,868 1,761 5.37 2.25 

16,729 2,158 6.58 4.50 

19,837 1,898 5.78 4.00 

11,029 368 1.12 1.25 

17,400 1,909 5.82 2.00 

1940 20,690 2,110 6.43 3.00 
| 8 er re ee 9.00 *3.00 *513/4-44 

(Est.)—Estimated. *—To date. 
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BUSINESS: B. F. Goodrich Company ranks as the fourth largest 
fabricator of rubber products. Its products cover a wide range from 
the highly important—but chanel profitable—tires and tubes for 
automotive equipment through many “mechanical” rubber items such 
as footwear and raincoats to synthetic rubber substitutes. All of the 
products are in high demand although there is a shifting in the type 
of customers, especially in the tire division, where civilian original 
equipment is declining in keeping with lower automobile production 
but military demand is increasing as the number of such vehicles being 
manufactured continues to rise. Other rubber goods are required in 
large quantities for our naval and military forces as well as manu- 
facturers of defense goods, etc. Under normal conditions, mechanical 
goods provide approximately 40 per cent of sales but this proportion 
has increased considerably and thus affords Goodrich a greater de- 
gree of diversification than enjoyed by most of the large rubber 
processors. 


FINANCIAL POSITION: In the first half of this year, Goodrict 
established a new record in sales for the period. Net sales amounted to 
more than $98,0000,000 as compared with $67,500,000 in the same 
months of 1940. Taxes increased some $4,650,000 and in addition 
reserves of $1,000,000 were established for contingencies. Nevertheless, 
net income was $6,646,033 or $4.31 a share as compared with $0.26 a 
share a year ago. The most recent report showing long term debt as 
$38,565,000 of which $14,165,000 was bonds and the remainder bank 
obligations. This was moderately lower than a year ago. These to- 
gether with about $7,000,000 of other bank debt preceded 412,03! 
shares of $5 dividend preferred and 1,303,255 shares of no par value 
common stock. Working capital was ample for the company's needs. 


OUTLOOK: Rubber stocks on hand are adequate for immediate needs 
and a surplus of crude is rapidly being acquired in this country. Fabri- 
cated rubber demand will continue at high levels. 


MARKET ACTION: 8B. F. | ee — _Goodrich’s moves 
Avera in relation to avge 
‘37 high to '38 low....... 80% autiee 64% dec ine 25% wider 
‘38 low to '38 high....... 269%, advance 16% advance 241% wider 
38 high to '39 low....... decline z = 27% wider 
39 low to '39 high....... 83% ance advance 88% wider 
39 high to '40 low....... 60% decline 480 decline 34% wider 
*40 low to '40 high....... 108% advance 67% atvenge 61% wider 
ee volatility on six moves 80% greater than the M. W. S. index of 290 common 
stocks, 


COMMENT: Recent price 20. The longer term outlook is favored 
by the increasing use of new products such as rayon cord tires and 
synthetic rubber substitutes as well as a growing business in ordnance. 


Long-Term Record 


Net Sales NetIincome Net Per Divi- Price 
oe (millions) Share dends Range 
3.9 $2.535 $0.41 ea 
tra 3.430 1.18 NAH 141p- 7} 
141.1 7.320 4.04 $1.00 3514-13 
150.0 d.879 d2.25 1.00 5014-1254 
115.0 2.240 0.13 Te ER 264-10 
141.5 6.653 3.52 1.00 2434-1312 
1940 145.5 6.121 3.142 0.50 2034-10 
WI Sie ce sian 7.50 *0.75 *2114-11'4 


(Est.)—Estimate. d—Deficit. *—To date. 
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HIRAM WALKER-GOODERHAM & WORTS LTD. 
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BUSINESS: Hiram Walker-Gooderham & Worts is a holding company, 
controlling most of the better known Scotch and Canadian whiskey 
trade names and distilleries. Among them are Ballantine's, Canadian 
Club, Imperial and several London dry gins. These products are greatly 
favored in the United States where they are mostly sold. Despite the 
fact that the company is best known for its foreign made liquors, the 
largest of its distilleries is located at Peoria, Illinois, in the heart of 
the corn belt and has an annual production capacity of 30,000,000 
gallons of proof spirits as compared with less than one-third of that 
amount elsewhere. Considerable industrial alcohol is produced in 
Canada but little, if any is manufactured by Hiram Walker in this 
country. Grain is the principal raw material employed in the distilla- 
tion of these whiskeys but molasses furnishes the most important source 
of Canadian industrial alcohol. 


FINANCIAL POSITION: Although most of the company's figures are 
reported in Canadian currency, a new $15,000,000 American dollar 
bond issue is under consideration to pay off bank loans and to retire 
the current outstanding 4!/4 per cent debentures due in 1945. These 
bonds have been called for redemption on December 9, next, at a 
price of 102 and accrued interest. Interest and principal payments on 
the new issue will be made in American funds. With a sizable part 
of the debt being in Canadian money, Walker will benefit additionally 
by the prevailing exchange rates. The fiscal year ends August 31. 
The earnings statement for that period is the latest available. 


OUTLOOK: As long as defense activities continue at high levels in 
this country, sales of Hiram Walker products will be maintained at ex- 
cellent levels even should excise taxes on liquor be further increased. 
If, however, consumer purchasing power is sharply curtailed by new 
income and other taxes, then competition may again be experienced 
from illicit distillers with a consequent decreasing demand for legally 
manufactured spirits. 


MARKET ACTION: Pt Walker- Market H. Walker's moves 
*rh’'m Worts Average in relation to avge. 

‘37 high to '38 low....... Good a ine 64% — 28% narrower 

38 low to '38 high....... 80% advance 76% advance 5% wider 

'38 high to '39 low....... 43% decline 34%, decline 26% wider 

'39 low to '39 high....... 63 advance 44%, advance 48% wider 

'39 high to '40 low....... 64% decline 45% decline 427% wider 

‘40 low to '40 high....... 93% advance 67% advance 40% wider 


, — volatility on six moves 22% greater than the M, W. S. index of 290 common 
stocks 


COMMENT: Recent price 34. The major brands are luxury products 
but current conditions favor increasingly large sales. 


Long-Term Record 


etSales NetIncome Net Per Divi- Price 

OP tate Grillons} (millions) Share dends Range 
071 $3.026 $3.89 ape 579-2154 
7 353 3.486 4.58 Ree 3434-2234, 
54.729 4.796 6.57 $1.50 493/426 /g 

63.970 6.464 8.29 2.00 5175/g-32 

67.201 6.285 8.04 4.00 54 -30 
68.326 5.296 6.58 4.00 5034-3034 
78.679 6.066 7.60 4.00 3514-1814 
NF 6.922 8.78 *3.00 *36 =-251% 


(A)—Year ends Aug. 31. Note—All figures are in Canadian currency. 
*—To date. N. F.—Not Available. 
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BUSINESS: Loew's Incorporated is one of the five leading motion 
picture companies of this country. It is completely intergrated, having 
production, distributing and exhibiting facilities in the United States 
and sizable foreign investments of which a large interest in Gaumont- 
British Picture Corp. is perhaps the most notable. Under the name 
of Metro-Goldwyn-Mayer, Loew's produces feature picture, shorts and 
news reels. In more recent years, M-G-M has been noted for’ the high 
quality and entertainment value of its feature pictures. The manage- 
ment is credited with being one of the most capable in the industry and 
is a leading influence in stabilizing the business. 


FINANCIAL POSITION: Loew's financial position has long been 
characterized by its strength. The balance sheet for the fiscal year 
which ended August 31, last, has not as yet been made public but 
indications are that it will show cash on hand at the end of the period 
in the vicinity of $30,000,000 in addition to which there were more 
than $8,000,000 in blocked funds in England. Under the most recent 
arrangements with that country, Loew's may possibly repatriate at least 
$4,000,000 within the next several months and thereafter receive about 
half of its British funds as they accrue. In order more effectively to 
employ its cash resources, Loew's is said to be planning to refund its 
debenture 3!/2 per cent bond issue and at the same time to retire its 
$6.50 dividend preferred stock. The total of these two securities out- 
standing is approximately $25,000,000 but it is likely that a part of this 
amount will be refinanced while the balance will be paid off in cash. 


OUTLOOK: Earnings for 1941 fiscal year probably failed by a narrow 
margin to reach the $4.82 a share of common stock achieved in 1940 
but mostly because of higher taxes. Increased attendance, higher ad- 
mission charges and a larger return from foreign investments should 
help future earnings. 


MARKET ACTION: 


‘37 high to '38 low....... 
*38 low to '38 high....... 


Market Loew's moves in 
Loew's, Inc. Average relation to average 
51% decline 64% decline 10% narrower 
30% advance 16% advance 


‘38 high to '39 low....... 1% decline 34% decline 50% wider 
39 low to '39 a ae 73 advance % advance 719% wider 
*39 high to '40 low.. 68%, decline 45% decline a wider 
*40 low to '40 high....... 83% advance 67% advance 24% wider 


: i a volatility on six moves 33% greater than the M. W. S. index of 290 common 
stocks. 


COMMENT: Recent price 38. Since the proposed financing will 
be for refunding and not for additional working capital it should be 
beneficial to the market for the common shares. 


Long-Term Record 


Operating 

evenues NetIncome Net Per Divi- Price 

Year (millions) (millions) Share dends Range 

193M4a)..... $79.17 $8.646 $5.29 $1.00 37 -20 

. ere 85.03 7.626 4.52 2.25 5514-31) 

1936 94.81 10.584 6.41 2.50 pw 
193 107.82 14.334 8.41 8.50 8744-4356 

, es 108.89 9.918 5.65 3.50 6214-33 
24 ere 112.49 9.538 5.19 2.50 54) 5-207 

De ceases 121.89 8.654 4.82 3.00 377%/-20 

i940 enw” ““neacer” = =—_«s ee 4.50 *2.00 *391/4-28 





ibeciteass ends August 31. 


*—To date. (Est.)}—Estimated. 
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BUSINESS: National Cylinder Gas Company ranks third in the manu- 
facture of industrial gases such as oxygen, acetylene and the like. 
Welding and cutting equipment is also made which gives a complete 
line of products. Through the acquisition of Compressed Industrial 
Gases, Inc., in 1940, the number of the company's plants in operation 
was increased to 41 and all of these are currently occupied at close to 
full capacity. While the competitors of National Cylinder Gas are 
mostly of considerably larger size, the demand for industrial gases is 
sufficiently high to afford all as much business as can conveniently be 
handled. Only in the event of a drastic shortage of electric power in 
certain areas will there be a scarcity of raw materials for acetylene 
and since air affords an unlimited source of commercial oxygen, re- 
covers'2 by compression and distillation, no scarcity is likely in this 
commodity. 


FINANCIAL POSITION: There was recently a public offering of 
National Cylinder Gas common stock but this did not represent new 
financing. The capitalization consists of 1,335,701 shares of common 
stock and $1,500,000 of 10 year, 25 per cent debentures, recently sold 
to a large life insurance company. For the first 9 months of this year, 
National Cylinder Gas earned $1,127,824 or about $0.84 a share of 
common stock. This compares with adjusted earnings of approxi- 
mately $0.60 a share for the same period of 1940. Third quarter earn- 
ings, after making provisions for higher taxes, etc., were equivalent 
to $0.26 a share or just moderately higher than those of the third 
quarter of 1940. For the full year, however, it is probable that the 
company will report better than $1.25 a share as compared with $0.89 
a share last year. 


OUTLOOK: Increased activities in heavy industry make the use of 
large quantities of industrial gas such as manufactured by National 
Cylinder Gas Co. a prime necessity. The prospects are for a continued 
increase in demand as long as preparedness efforts continue. 


MARKET ACTION: Nat'l Cylinder Market Nat’l C. G.’s moves 
Gas Co. verage in relation to avge. 

*38 low to °38 high.. 75% advance 716% advance % narrower 

‘38 high to '39 low.. 37% decline 34% decline 9% wider 

*39 low to '39 high. 93% advance 447% advance 111% wider 

*39 high to '40 low 62% decline 45% decline 37% wider 


*40 low to ‘40 high....... 123% advance 67% advance 89% wider 
—* volatility on five moves 49% greater than the M. W. S. index of 290 common 
COMMENT: Recent price 10. In the past there has been more 
than enough business for all of the industrial gas manufacturers so that 
sharp competitive practices are unlikely to develop even when the 
emergency has subsided. 


Long-Term Record 


Net Sales Net Income Net Per Divi- Price 
Year (millions) (thousands) Share dends Range 
1935. $1.795 $ 281 $0.75 $0.50 NF 
| RRA 3.108 731 2.09 1.00 NF 
1937. 4.373 1,100 1.15 10.93 NF 
1933 4.135 471 0.50 0.40 1314- 714 
1939 4.945 1,001 1.06 0.50 16 - 8% 
1940 7.649 1,183 0.89 0.80 133- 6 
1941 (Est.) Fah, 1.25 *0.60 *41 = 83% 
(Est.)—Estimated. *-Todate. NF—Not available. {—Adjusted to 100% 
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BUSINESS: Although Pure Oil Co. is not the largest in the petroleum 
industry, it is one of the leading completely integrated units and has 
the added advantage of producing a much better than average pro- 
portion of its own crude petroleum needs. Crude oil reserves, located 
in the important areas east of the Rockies, are extensive. Distributing 
and transportation facilities have been greatly expanded within recent 
years. The regions east of the Mississippi River and the Southwest 
constitute Pure Oil's major sales territory although the company has 
some outlets in the western states as well. Refinery facilities are ample 
and modern, comparing favorably with those of the best of the indus- 
try. The ability to produce a large part of its own crude requirements, 
gives the company an important advantage in controlling costs. 


FINANCIAL POSITION: In recent years, a notably strong financial 
position has been maintained. The latest available balance sheet indi- 
cated a net current asset position of nearly 3 to | with cash items of 
$9,050,291 closely approximating 75 per cent of all current liabilities. 
Bank loans of about $1,800,000 were liquidated during 1939 and since 
then there have been no loans or funded obligations ahead of the 
preferred stocks and 3,982,031 shares of common stock. Earnings in 
more recent months have also been quite satisfactory, considering the 
general condition of the petroleum industry. For the first 6 months 
of the current year, Pure Oil reported net income—after all charges— 
amounting to $4,900,000 or equal to $0.74 a share of common stock. 
In the same months of 1940, Pure Oil earned $0.69 a share. At the 
time of the half year earnings report, the president indicated that an 
even better showing was expected for the final half. 


| OUTLOOK: There is no prospect of a decline in demand for refined 


petroleum products and those companies, such as Pure Oil, possessing 
ample crude and refined production capacity will be in the most 
favored position to benefit. 


MARKET ACTION: Market Pure Oil's moves 
Pure Oil Co. Average in relation to avge. 
'37 high to *38 low... 66% decline 64% decline % wider 
'38 low to °38 high... 64% advance 16% advance 15% narrower 
| '38 high to '39 low.... 54% decline 34% decline 60% wider 
*39 low to '39 high.... 92% advance 44% advance 109% wider 
‘39 high to °40 low.... 43% decline 45% decline ) narrower 
*40 low to °40 high.. 70% advance 67% advance 1, wider 





snes volatility on six moves 26% greater than the M. W. S. index of 290 common 
stocks. 


COMMENT: Recent price I1. The financial position precludes 
the necessity of early additional financing. The midyear preferred 
stock offering was of shares already outstanding. 


Long-Term Record 


GrossIncome NetIncome Net Per Divi- Price 

Year (millions) (millions) Share dends Range 
1934.. 79.766 d$.8 d$0.97 eve 1474- 6%, 
1935 92.417 8.150 2.00 ae 17. - 5% 

1936 106.114 7.658 1.63 ee 247g-16 
1937 119.098 11.404 2.19 $0.25 243/,- 83/4 
1938 104.742 5.413 0.38 Bea, 13%- 814 
1939.... 94.287 8.290 1.10 0.25 1134- 6%, 
1940...... 95.675 8.718 1.21 0.25 11%- 6% 
1941 (Est.). =... ... 5 1.40 *0.50 41-72 


*-To date d-deficit 
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BUSINESS: U. S. Industrial Alcohol Co., through a subsidiary, is the 
largest manufacturer of denatured alcohol in the country and also 
has other interests such as the collection and storage of molasses, 
manufacturing natural and synthetic resins and certain chemicals. In 
addition, U. S. 1. A. holds substantial—but not controlling—stock in- 
terests in Air Reduction Co., National Distillers Products, Sterno Corp. 
and others. Moiasses is the major raw material used in the making of 
ethyl alcohol by this company, and the finished product is used in many 
arts. Since all of the alcohol made is fully denatured, none is sold 
for beverage purposes. Normally, the production capacity of the in- 
dustry as a whole is far in excess of demand with resulting heavy com- 
petition. Now, however, alcohol is required in such large volumes for 
defense work that there is a possibility of a scarcity for civilian needs. 


FINANCIAL POSITION: The increasing demand for alcohol due to 
war requirements has resulted in a bolstering of U. S. I. A.'s financial 
position, particularly in cash and inventories. At the close of the most 
recent fiscal year (March 31, 1941) there was $1,301,807 in cash on 
hand as compared with $793,984 at the close of the previous year and 
inventories amounted to $5,576,690 or about $1,000,000 more than at 
the time of the earlier report. A comparison of the reports of the two 
years indicates that annual net sales of about $12,000,000 represents 
the "break-even" point after which level has been passed, earnings 
leverage applies with increasing force. The sole capital obligation 
consists of an issue of 391,238 shares of stock. 


OUTLOOK: With alcohol entering into almost every phase of defense 
work and being of major importance in the making of ammunition, 
there will probably be a sustained demand for this product long after 
the actual defense program has been completed. Nearer term future 
profits will mostly be dependent upon molasses prices which in turn 
will reflect the adequacy of shipping facilities rather than any actual 
dearth of this by-product of sugar refining. 


MARKET ACTION: JU. S. Industrial Market U.S. 1. A.’s moves 
Alcohol Co. Average in relation to avge. 

'37 high to '38 low 69% decline 64% decline 8% wider 

'38 low to "38 high....... 124% advance 716% advance 63% wider 

'38 high to '39 low....... 124% decline 34% decline 265% wider 

'39 low to "39 high....... 117% advance 44% advance 166% wider 

'39 high to '40 low....... 52% decline 45% decline 15% wider 


‘40 low to '40 high....... 100% advance 67% advance 49% wider 

> aaa volatility on six moves 94% greater than the M. W. S. index of 290 common 
stocks, 

COMMENT: Recent price 29. 
much of its former earning power. 


U.S.I.LA. seems destined to recover 


Long-Term Record 


Net Sales Netincome Net Per Divi- Price 

Year (millions) (millions) Share dends Range 

J $10.559 $1.580 $4.04 ee 643/4-32 
ae 9.928 844 2.16 $2.00 5054-3514 
Co 11.415 d.078 d0.20 0.75 59 3114 
A937... 10.800 d.456 d1.17 pain 435-1612 
ee 9.491 d.668 d1.71 3014-13% 
1999...... P 11.909 .078 0.20 eres 293-131 

1940 (3 mos.) 3.052 222 0.57 Pee 28 -14 

1941(M).... 15.048 1.068 2.72 *1.25 *3314-20 


CA) Ficeal year now ends Mar. 31—other years Dec. 31. d—Deficit. 


*—To date 
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BUSINESS: Victor Chemical Works is mostly interested in the manu- 
facture of phosphates and phosphoric acid and as such ranks only below 
Monsanto Chemical in the phosphorous division of the chemical in- 
dustry. While Victor Chemical lacks much of the diversification of 
products characteristic of the larger chemical manufacturers, phosphor- 
ous compounds of many sorts play an important part in many industries 
from which they will not soon be displaced by substitutes. About half 
of Victor's products are sold to the highly stable food, dairy and phar- 
maceutical trades while the semainder is distributed broadly to the 
makers of drugs, chemicals, fertilizers, leather and metallurgical indus- 
tries. A new plant located close to T V A provides for improved manu- 
facturing processes with an assured and adequate supply of electrical 
energy required more efficiently to prepare the products. 


FINANCIAL POSITION: A recent public offering of 54,000 shares 
of common stock has made possible the retirement in full of existing 
long term bank loans amounting to $750,000 and has added substan- 
tially to working capital. Part of the working capital is to be used 
further to increase manufacturing facilities. At the date of the last 
balance sheet, the current asset ratio was better than 3 to | and apart 
from the bank loans mentioned above, there were no pressing obliga- 
tions of size. Due mostly to the inability to produce much greater 
quantities of materials than are now being made, earnings have con- 
tinued relatively stable. As facilities are improved they will probably 
be directly reflected in rising sales and earnings. For the first 9 
months of this year, Victor Chemical earned $1.29 a share on the 
696,000 shares of common stock currently outstanding as compared with 
$1.18 a share for the same months of 1940. 


OUTLOOK: Demand for phosphates and phosphoric acid has been 


| so large as a result of defense work that Victor has been forced to 
| cancel a fertilizer contract with AAA in order more fully to devote 
| itself to war materials. As the largest producer of phosphates for food, 





Victor should benefit considerably over the longer term from the even- 
tually enforced enrichment of wheat flour for human consumption. 


MARKET ACTION: Victor Chemical Market Victor Chem.'s 
Works verage moves in rel. to av. 

'38 low to '38high....... 87% advance 76% advance 14% wider 

*38 high to '39 low....... 27% decline 34% decline 20% narrower 

39 low to "39 high....... 63% advance 44%, advance 45% wider 

*39 high to ‘40 low....... 39% decline 45% decline 13% narrower 


"40 low to '40 high....... 66% advance 67% advance 1% narrower 
ae volatility on five moves 3% greater than the M. W. S. index of 290 common 

stocks, 

COMMENT: Recent price 23'/. 

ings and proportionate dividends. 


Outlook favors well sustained earn- 


Long-Term Record 


Net Sales NetIncome Pet Per Divi- Price 

Year (millions) (millions) Share (a) dends Range 
1935... $5.083 $.790 $1.13 $4.50 NF 
1936.. 5.522 811 1.16 5.00 NF 
1937. 5.731 -703 1.01 (a)0.56 NF 
1938. 6.658 2730 1.05 oO. 2514-131 
1939. : 8.394 1.104 1.59 1.40 2934-181, 
_:. See 8.487 1.008 1.45 1.40 3114-19 
TSOP CEM)... ec aaee eaac 1.75 *0.95 *271/4-20 

(a)—Adjusted to capital changes. To date. NF—Not available. 
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Attractive Short Term Bond 


Atlantic Coast Line collateral 5’s 
1945, recently quoted around 95, 
afford an_ interesting investment 
opportunity, based on the early ma- 
turity of the bonds and the compara- 
tively generous yield afforded at re- 
cent quotations. The bonds this 
vear have sold as low as 77 and the 
recovery of about 20 points in the 
price of the issue has given rise to 
the conjecture that the company is 
taking advantage of a substantially 
improved cash position to purchase 
the bonds in the open market in 
anticipation of their ultimate re- 
demption. For the nine months to 


September 30, Atlantic Coast Line 
reported net operating income of 
$9,190,149 as compared with $1,- 





EN. 


The above scene promises to become a rare one in a few months. Private building 


424,854 a year ago, and per share 
earnings for the eight months to 
August 31, last, were equal to $8.77 
a share as compared with a loss a 
year ago. In the same period this 
year the road covered fixed charges 
better than 2.7 times, whereas last 
net available for charges was equal 
to less than 85 per cent of the re- 
quired amount. Cash account this 
year has shown a marked increase 
to nearly $12,500,000 at the end of 
August, almost double last year’s 
figure. The bonds under discussion 
are outstanding in the amount of 
$12,000,000, as of the close of 1940, 
but if unconfirmed reports are cor- 
rect this figure has been lowered 
by open market purchase this year. 
The road has no bank or R FC loans 
and there is apparently no obstacle 


ss ate oy 


must give way to defense housing and OPA is planning to place price ceilings on a 
number of building materials. Briggs Manufacturing Co. Photo 
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For Profit and Income 


to the road obtaining a short-term 
bank loan for the purpose of retir- 
ing these bonds. On May 1, next, 
the call price drops to 102, and by 
taking advantage of the current im- 
proved earnings the road would not 
only anticipate an important matur- 
ity but would also effect a reduction 
of 10 per cent in fixed charges. On 
the whole, therefore, the bonds in- 
vite favorable consideration for in- 
come and moderate price apprecia- 
tion. 


United Aircraft 


The highlight in the report of 
United Aircraft for the nine months 
to September 30 was the setting 
up of a reserve of $4,000,000 to pro- 
vide for the transformation from 
defense production to a peace-time 
economy. The company, as a result, 
has set an example which may well 
be followed to effective advantage 
by other corporations now chiefly 
dependent upon defense business. 
The company gains no advantage at 
this time from a tax standpoint but 
this conservative policy may well 
produce a tax saving in the fu- 
ture. Earnings in the first nine 
months of this year reported by the 
company were equal to $4.05 a share, 
comparing with $3.98 a share for the 
same period a year ago. Dividends 
this year have amounted to $2 a 
share, and it is expected that an- 
other payment of $2 will be made 
before the year-end. 


Tax Selling 


It appears certain that tax selling 
this year will attain larger propor- 
tions than at any time in recent 
years. The motive is provided not 
only by the substantial increase in 
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personal income taxes, but there 
seems to be a general feeling that 
next year’s tax legislation will 
modify the present method of treat- 
ing capital gains and losses. Tax 
selling has already left its impact on 
a number of leading issues including 
Consolidated Edison, North Amer- 
ican, Public Service Corp of N. J., 
United Gas Improvement, American 
Can, Reynolds Tobacco and others. 
Continued pressure from this source 
seems likely to be felt for at least 
another month. 


Railroad Earnings and 
Higher Wages 


It is estimated that railroad net 
income this year will be reduced 
some $90,000,000, assuming that em- 
ployees and railway management ac- 
cept the recent recommendations of 
the President’s fact-finding board. 
Giving effect to the increased wages 
retroactive to September 1, last, net 
income would approximate $450,- 
000,000 compared with $189,000,000 
last year. It is further estimated 
that the proposed increase of 1214% 
in the wages paid to railroad em- 
ployees will add a total of $270,000,- 
000 annually to payrolls. Railway 
management has protested the rec- 
ommendation, but at least they have 
a few crumbs of satisfaction in the 
fact that the increase was limited to 
a period of sixteen months. 


So They Say 


U. S. Rubber may pay another 
dividend before the year-end. .. . 
Oils continue to find increasing favor 
among investors. Higher prices have 
been submitted to the OPA for 
approval. .. . National Supply may 
clear up arrears on its 6% and 514% 
preferred issues before the end of 
the year. . . . High-cost copper pro- 
ducers are cheered by the recent de- 
cision of the Treasury to acquire 
the entire output of three Michigan 
producers at prices ranging from 15 
to 16 cents a pound. Low cost pro- 
ducers continue to receive 12 cents 
& pound..... A dividend return of 
6% annually is reduced to 2.35% for 
the investor with an income of 
$50,000 annually to 1.9% if his in- 
come is $100,000. No wonder tax 
exempt bonds are in greater de- 
mand than ever. . . . Manufacturers 
of farm equipment are growing fear- 
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Estimated 1941 Number Wage Increase 

Earnings Per Share of Shares Per Share 
$9.00 2,427,060 $4.40 
16.25 823,427 4.45 
8.60 2,562,953 4.70 
4.75 7,657,675 -90 
8.20 1,708,391 3.50 
2.75 352,639 3.25 
4.95 515,740 3.40 
8.50 2,498,922 2.20 
9.25 1,357,995 5.40 
16.60 1,170,000 5.60 
4.85 6,447,413 3.90 
23.25 337,447 8.00 
22.50 1,406,480 3.60 
3.85 2,480,000 1.55 
4.75 13,167,754 2.25 
9.50 3,772,777 3.30 
12.50 1,298,200 5.15 
8.50 2,222,910 4.40 


The above tabulation indicates estimated per-share earnings for the current year. The estimated wage 
increase is arrived at by taking 12!/.% of estimated payrolls for 1941, and reducing the increase to a per-share 
basis. It is not implied that earnings wil! be diluted to the full extent of the wage increase, inasmuch as higher 
wages will reduce tax liabilities to some extent. The figures are to be regarded as a statistical comparison, 


rather than a forecast. 





ful of the possibility that farm pros- 
perity will pass them by owing to 
their inability to obtain a better 
priority rating than Bl. . . . Cor- 
porate earnings are “over the hump” 
and next year’s quarterly compari- 
sons will probably show a preponder- 
ance of declines. . . . The “jeep” car 
being turned out for the Army by 
Willys-Overland, American Bantam 
and Ford has proved an outstanding 
success, so much so in fact that it 
may find widespread acceptance in 
peace-time use after the emergency 
has passed. 


American Tobacco Dividend 


The recent reduction in the quar- 
terly dividend on American Tobacco 
“B” and common stocks from $1.25 
to 75 cents quarterly may have been 
justified as a conservative measure 
in the face of the greatly increased 
tax burden imposed upon the com- 
pany, but a lot of stockholders are 
going to be resentful if Mr. G. W. 
Hill and five senior vice-presidents 
continue to draw down sizable 
bonuses. Individually these salaries 
and bonuses not only look but are 
large, but they do not necessarily 
affect the company’s ability to main- 
tain dividends. For example, in the 
period 1926 to 1938, inclusive, ag- 
gregate salary and bonus paid to 


Mr. G. W. Hill amounted to $4,500,- 
000. This was equal to about 50 
cents a share on the combined shares 
of common stock. This average of 
$400,000 annually is approximately 
what the company pays yearly for 
two major radio programs advertis- 
ing Lucky Strikes. Stockholders ap- 
parently have no objection to the 
later expenditures. 


Niles-Bement-Pond 


Following the recent four-for-one 
split-up in the shares of Niles- 
Bement-Pond, the indications are 
that the issue will attract a larger 
following. The company’s earnings in 
the first half of this year were equal 
to $1.65 a share on the new stock, 
after allowing for higher taxes, and 
for the full year earnings may well 
exceed $3. Directors are scheduled 
to meet before the year-end and will 
probably initiate dividends on the 
new shares. In September it was 
unofficially stated that the com- 
pany’s backlog of unfilled orders was 
in excess of $25,000,000 and new busi- 
ness was being booked at a rate con- 
siderably in excess of shipments. 
The new shares are selling around 
1414, at which levels they appear to 
possess a fair measure of speculative 
promise. 

(Please turn to page 168) 











DOUGLAS AIRCRAFT 


Another Look At... 


CHICAGO PNEUMATIC TOOL 
CROWN CORK & SEAL 


Douglas Aircraft Co. 


Douglas Aircraft is one of a select group of compa- 
nies which, by common consent, could be accorded a 
niche in the hall of fame of American enterprise. Not 
only were operations profitable throughout the depres- 
sion years, but, under the impetus of foreign and domes- 
tic demand for aircraft of all types, Douglas is well on 
the road to becoming the largest assembly company 
in the industry and the best diversified. While recent 
quotations moderately under the 1941 high appear 
fairly advanced in relation to market valuations of other 
war equities, the stock commands attention as one of 
the better equities in the war or aircraft category, since 
it represents ownership in a company with a strong 
industry position. 

Earnings for the fiscal year to end November 30, 1941, 
are estimated around $20 to $25 on each of the 600,000 
common shares without par value which represent the 
sole capitalization. Because the fiscal year does not corre- 
spond with the calendar year, the company will not be 
required to deduct Federal taxes at the higher rates 
recently enacted until 1941-1942. Taxes will be 
substantially higher, but earnings nevertheless 
will exceed the $18.05 per share reported for 
1939-1940, which represented a striking advance 
from the previous peak earnings of $4.81 per 
share for 1938-1939. 

The advance in earnings anticipated this year 
will be achieved despite shrinkage in plane de- 
liveries for foreign account, on which profit mar- 
gins have substantially exceeded returns on 
domestic orders. 

Total sales in the nine months ended August 
31, 1941, were some 143 per cent ahead of the 
like period of 1939-1940. Despite an increase 
of nearly 426 per cent in the amount of taxes 
set aside, earnings advanced some 47 per cent in 
the latest nine month period to $17.89 per share 
from $12.15 per share for the corresponding pe- 
riod of the fiscal year ended August 31, 1940. 
The aggregate net profit in the latest period was 
$10,733,046 after provision of $10,844,243 for 
Federal taxes, compared with a net profit for the 
nine months last year of $7,288,335 after provi- 
sion of $2,063,831 for Federal taxes. The back- 
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ELECTRIC BOAT 
GULF OIL 


log of unfilled orders on August 31, 1941, amounted to 
$653,094,006 for airplanes and parts, of which $530,- 
477,614 represented orders for the United States Gov- 
ernment. 

While profit margins will tend to decrease to around 
6 per cent before taxes as domestic orders replace 
foreign business, the shrinkage in profit margins is 
expected to be largely offset by a huge increase in 
shipments. The plant expansion currently in prog- 
ress will raise capacity available around mid 1942 
to twice that of 1941, while the backlog of unfilled 
orders is sufficient to assure capacity operations for 
months to come. Hence, there is reason to believe 
that operating profits will be maintained fairly 
well. 

As might be expected in view of plant expansion and 
increased working capital requirements, the dividend 
policy has been conservative during the last two years. 
However, a disbursement of $5 per share has been de- 
clared payable November 30, next, to stock of record 
November 7, which corresponds to the $5 per share 
paid last year. 





The Santa Monica, California, Piant of Douglas Aircraft where British 
and American warcraft go down the assembly line 
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Chicago Pneumatic Tool Co. 


While Chicago Pneumatic does not have much direct 
government business, its products are required in prac- 
tically all durable goods lines, and demand especially 
from the shipbuilding and aircraft industries should 
permit maintenance of sales at record levels for a pro- 
tracted period. Both sales and earnings last year were 
the largest in the company’s history, but the record 
will be substantially exceeded this year. Earnings for 
1941 are estimated around $5 per common share com- 
pared with $3.01 for 1940. The backlog of unfilled 
orders is substantial, and, while taxes will naturally 
retard increments to net profits, operating margins 
should reflect the economies of volume production. In- 
dicative of results possible under present operating con- 
ditions is the latest interim earnings report for the 
initial six months of 1941 which shows net earnings 
after allowance for heavier taxes, equal to $2.56 per 
common share compared with $1.23 for the first half 
of 1940. 

The common stock ranks as a war speculation, but 
commitments in moderate amounts are fully warranted 
on the basis of the favorable sales and earnings outlook, 
and the prevailing moderate market valuation of earn- 
ings. Prior to April of this year, no dividends had ever 
been paid on the present common stock. An initial 
disbursement of $1 per common share was made on 
April 1, and a payment of $0.50 per share on October 1. 
Since working capital seems ample, although cash needs 
have increased with expanded volumes, another dis- 
bursement of $0.50 per common share may be voted 
before the year-end. 

The enterprise has no funded debt, but the 335,320 
shares of common stock without par value are preceded 
in the capital structure by 65,529 shares of $2.50 con- 
vertible prior preferred, and 181,135 shares of $3 con- 
vertible preference stock. 


Crown Cork & Seal Co. 


The conservative price times earnings ratio and the 
prospect of more liberal dividends ordinarily would make 
the common stock of Crown Cork a relatively attractive 
commitment. For the nine months ended September 
30, last, the company reported earnings after preferred 
dividend requirements equivalent to $4.32 per common 
share, compared with $3.29 for the like 1940 period. 
This favorable showing was obtained on an increase of 
32 per cent in net sales despite a tax liability four times 
that of the corresponding interval last year. That the 
upward trend of net earnings was accelerated is evident 
from returns for the quarter ended September 30, which 
show a net equivalent to $2.18 per common share con- 
trasted with $1.11 for the similar three months ended 
September 30, 1940. Full 1941 earnings consequently 
should comfortably exceed 1940 earnings of $3.90 per 
common share, and, with full year sales likely to estab- 
lish another new record, may surpass the peak earnings 
of $4.02 reported for 1935. 

The wholly-owned metal container subsidiary, Crown 
Can Company, showed substantial gains in sales and 
profits during the initial nine months of 1941 compared 
with the same period last year, and the company’s other 
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Oil Wells in the Maracaibo Lake Field, Venezuela, 
owned by the Gulf Oil Co. 


divisions also are stated to have made substantial gains. 
Crown Cork entered the metal container field in 1936, 
and expansion has been rapid; containers now may con- 
tribute as much as 50 per cent of sales. The company 
also is the leading producer of caps and closures, ac- 
counting for roughly half of industry sales. 

Can prospects are threatened by the possibility of 
enlargement of Oriental hostilities and disruption of tin 
imports. Because of uncertainty as to whether tin will 
long continue in ample supply, a veritable scramble by 
producers of packaged food products has developed for 
glass containers. In any event, priorities on steel and 
tinplate appear certain to affect production of some 
general line cans. Crown Cork’s closure division also 
is affected by priorities on cork, and, while supplies 
presently are ample, the leading sources of cork are 
Spain and Portugal. Whatever loss in bottling machin- 
ery business may occur as a result of priorities may be 
offset by armament orders. Defense orders thus far have 
been comparatively small, and have been for machine 
gun tripods, gas mask parts, and similar defense equip- 
ment. 

While the outlook for extension of recent favorable 
operating trends is clouded, the uncertainties mentioned 
do not appear sufficiently urgent to suggest immediate 
relinquishment of holdings at prevailing prices. In 
numerous instances of threatened or actual curtailment 
of normal activities, the development of the armament 
program has enabled manufacturers to buck the tide of 
ebbing profits, and hindsight has indicated that receding 
quotations for stocks of such enterprises have more or 
less fully discounted such changeovers. 

Since Crown Cork’s finances appear adequate, the two 
dividend payments of $0.25 each made thus far this 
year may be supplemented by a year-end disbursement 
which would bring 1941 payments above the $0.50 total 
per common share for 1940. 

Capitalization is relatively heavy, and includes some 
$15 million in debenture 314s; $3.3 million in notes due 
to 1945; 225,000 shares of $2.25 cumulative preferred 
stock; and 517,614 shares of common stock without 
par value. (Please turn to page 169) 
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NEW MARKET PHASE 


creates opportunities for 
capital appreciation 


... and Forecast subscribers will be guided in taking advan- 
tage of today’s special security situations. 


9 stocks have been selected, to be bought on recessions, for their short 
term profit possibilities: 


Unusual Opportunities: 
centage gains. 


5 low-priced stocks for substantial per- 
Special situations . . . average price under 15. 


Trading Advices: 2 active stocks for market profit prospects. 
Potential leaders . . . average price under 40. 


Bargain Indicator: 2 sound, dividend-paying common stocks for 
appreciation. In strong position . .. average price under 25. 


Immediately on receipt of your enrollment, you will be advised of 
these stocks . . . not only what to buy but WHEN TO BUY. They are 
armament and consumer buying beneficiaries . . . inflation hedges. 


THE FORECAST Will Serve You 
. - « In Today’s Markets 


Our first step in serving you will be to help you gear your present hold- 
ings to today’s War Economy . . . to new tax levies, inflationary trends 
and our One Hundred Billion Dollar Victory Program . . . advising you 
what, in our opinion, you should hold . . . what to sell. You will then 
be able to follow a strategic market course over the short term and the 
longer term . . . through specialized programs kept under our con- 
tinuous supervision. 


THE Forecast will advise you . . . by mail and by telegraph . . . not 
only what to buy but when to buy and when to sell. Selection of special 
situations and accurate timing are fully recognized as essential elements 
to successful investment under today’s kaleidoscopic market conditions. 


Enroll with THe Forecast TODAY. You will be certain to receive 
our current and new recommendations as made. Your subscription 
will start at once but date from January 1, 1942. 





FREE SERVICE TO JANUARY I, 1942 
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NEW YORK, N. Y. 


I enclose [1] $75 to cover a six months’ test subscription; [] $125 to cover a full year’s subscrip- 
tion to The Investment and Business Forecast starting at once but dating from January 1, 
1942. I understand that, in addition to the telegrams I select, I will receive the complete ser- 


vice by mail. (Your subscription shall not be assigned at any time without your consent.) 


Send me collect telegrams on all recommendations checked below: 


oO UNUSUAL Low-priced Common Stocks for Market Appreciation. 
capital sufficient to buy 10 shares of all recommendations. 
oO TRADING Active Common Stocks for Short Term Profit. 


ADVICES 


Oo BARGAIN 
INDICATOR 


tal sufficient to buy 10 shares of all recommendations. 


Dividend- paying Common Stocks for Profit and Income. 
two wires a month, on average. 


penta Capital or Equity... . 


ae 


PCMMMMRAD rb. w'K ic eters teens Nov. 


One or two 
wires a month, on average. Maximum of five stocks carried. $1,000 


One or two wires 
a month, on average. Maximum of five stocks carried. $2,000 capi- 


One or 
Maximum of five stocks carried. 
$2,000 capital sufficient to buy 10 shares of all recommendations. 


15 


Continuous haiti Submit Your Securities for Our Latest War Economy aus, 


i 
! 
t 
' 
' 
{ 
' 
i 
{ 
{ 
t 
{ 
; OPPORTUNITIES 
i 
I 
! 
{ 
! 
i] 
U 
| 
| 
' 
! 
{ 
| 


What Action to Take 
in Today's War Markets 


ORECAST service is geared to 


. 


During periods of irregular weakness, to- 
day's markets provide rare opportunities 
in special situations such as: 


These are issues of the type which we 
are constantly endeavoring to uncover 
for our subscribers. 
not only what to buy but when to buy 
and when to sell with all commitments 
kept under our continucus supervision. 


today's swiftly changing war 
markets . 
your security capital and equity 

. to enhance its growth possi- 
bilities. 


. to help you safeguard 


—Common stocks chiefly 
armament beneficiaries 

where record - breaking order 
backlogs and new business pros- 
pects will offset taxes, leaving 
an excellent net for earnings 


and dividends. 


—Common stocks . . . selected 
beneficiaries of peak consumer 
buving ... relatively immune to 
price ceilings and priorities. 


—Preferred stocks with arrear- 
ages; also many others where 
market values have yet to move 
into line with earnings and yield. 


—Junior bonds because interest 
is paid before taxes. Many of 
these issues, now medium-priced, 
may near par because of vastly 
improved earnings. 





They are advised 
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Free Air Mail Service 


(J Check here if you wish Air 
Mail and it will expedite deliv- 
ery of our Weekly and Special 
Bulletins. This service is pro- 
vided FREE in such cases in 
United States and Canada. 


We serve only in an advisory 
capacity, handle no funds or se 
curities and have no_ financial 
interest in any issue or broker 
age house. Our sole objective is 
the growth of your capital and 
income through counsel to min- 
imize losses and secure profits. 
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BUSINESS ACTIVITY 
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Mixed industrial trends have produced little 
net changes in per capita Business Activity 
since our last issue. On a seasonally adjusted 
basis, improvement in carloadings, lumber 
shipments, paperboard and steel production 
during the past fortnight has been counter- 
balanced by recessions in check payments, 
electric power output and bituminous coal 
production. Per capita business activity during 
October, at 115.8°% of the 1923-5 average, 
was 2.5 points lower than in September; but 
18% ahead of last year. Without compensa- 
tion for population growth, the index averaged 
136 during October, compared with 139 in 
September and 115 for October, 1941. Aver- 
age for 10 months was 134—20°, ahead of the 
like period last year. The Federal Reserve 
Board's index of industrial production re- 
mained virtually stationary between July and 
September, with continued expansion in de- 
fense output offsetting a sharp drop (29%) in 
production of consumer durables. 

* * * 


Net profits above taxes earned by the first 
120 companies to report for the third quarter 
were 5°%/, below the second quarter; and only 
16% ahead of last year compared with an 
increase of 18% for nine months. Dividends 
declared during October were 22%, more 


(Please turn to following page) 











CONCLUSIONS 


INDUSTRY—Third quarter profits 
average 5°/, below second quarter; 


but 16% above last year. Inventory 


speculation subsides. 


TRADE—Prolonged Indian summer 


and post-tax-spree reaction cut de- 


partment store sales. 


COMMODITIES—Threatened veto 


of price control legislation rumored. 




















Recovery of prices extended. 


MONEY AND CREDIT — Reflecting 
increased reserve requirements ex- 


cess reserves decline to lowest figure 


since March, 1939. 
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Date 
INDUSTRIAL PRODUCTION (a) Oct. 
| 
INDEX OF PRODUCTION AND 
WRPDE LO): oo 65 ccc ec ecu] Sept 
SEPEAIEMEESIN Po ieiaveracee So euce ee | Sept 
Durable XSopds. . ..66.56..5.5. | Sept 
Non-durable Goods. .......... | Sept 
Primary Distribution............ | Sept 
Distribution to Consumers.......| Sept 
Miscellaneous Services......... | Sept 
WHOLESALE PRICES (h)...... | Sept 
INVENTORIES (n. i. c. b.) | 
DSSS Sa See eee | Sept 
DEW ABIES. os Gu nds. catetoke Sept 
RIDERS 28..c 5 4h os ot eee Sept 
COST OF LIVING (d) 
PRINS hers eho eta, Sept. 
1. «ener ee ane Sept 
Housing Satie Age Spe aeeeoteeee Sept 
Oe ne Sept 
Fuel and Light................ Sept 
UMMA Sein. Ae acer cttpcosts I Sept 
Purchasing Value of Dollar...... Sept 
NATIONAL INCOME (cm){....| Aug 
CASH FARM INCOME; 
Farm Marketing. .............. Sept 
Including Gov't Payments....... Sept 
Total, First 9 Months........... Sept 
Prices Received by Farmers (ee)..| Sept 
Prices Paid by Farmers (ee)...... Sept 
Ratio: Prices Received to Prices 
iO? (Co eee ee Sept 
FACTORY EMPLOYMENT (f) 
a Ce Sept 
Non-durable Goods........... Sept 
FACTORY PAYROLLS (f)..... Sept 
RETAIL TRADE | 
Department Store Sales (f).. . Sept 
Chain Store Sales (g)........... Sept 
Variety Store Sales (g)......... Sept 
Rural Retail Sales (j)........... Sept 
Retail Prices (s) as of........... | Aug 
FOREIGN TRADE 
Merchandise Exportst.......... | Aug. 
Cumulative year's totalf to...... Aug. 31 
Merchandise Importsf.......... | Aug. 
Cumulative year's totalf to...... | Aug. 31 
RAILROAD EARNINGS 
Total Operating Revenues*..... | Sept 
Total Operating Expenditures*..| Sept 
EN 25 Sa SeR  SCON G Tera Sept 
Net Rwy. Operating Income*...| Sept 
Operating Ratio %............ Sept 
Rate of Return %.............., Sept 
| BUILDING Contract Awards (k).| Sept 
| F. H. A. Mortgages 
Selected for Appraisalf........ Sept 
Accepted for Insurancet....... | Sept 
Premium Payingt.............. Sept 
Building Permits (c) 
2 COS ee ee Sept 
LS e Lo 2 CS) a Sept 
Te EE RES a ea rr ee | Sept 
Engineering Contracts (En){..... | Oct 


Latest 
Month 


161 


109 
114 
117 
110 
108 
101 
103 


90.3 


151.4 
201 
231 


90.8 
89.4 
88.9 
76.9 
89.4 
99.8 
110.1 


$7,216 


$1,297 
1,325 
7,690 
139 
133 


$455 
2,900 
283 
2,154 


$488,979 
312,287 
61,274 
104,070 
63.87 
3.45 


$623 


112 
92 
a3 


111 
8 
119 


$703 


$7,454 $5,906 


Previous Last 
Month Year 
160 130 
113 94 | 
114 95 | 
119 91 | 
110 97 | 
109 87 | 
116 96 | 
104 92 =| 
88.8 77.4 | 
——_— aon 
148.9 122.4 | 
202 136 | 
249 171 | 
89.4 85.6 
87.3 80.7 
88.6 87.0 
74.5 73:1 
88.6 85.3 
98.8 97.9 
111.9 123.7 








$51 








$1,101 $854 
1,121 908 
Mews 6,189 
131 97 
131 129 
100 80 
138.4 108.2 
127.5 114.4 
157.8 111.6 
134 97 | 
151 1292 
159 195 | 
209 128 | 
99.6 92.9 | 
ine acdea 
$359 $351 
ws 2,732 
279 221 
saree 1,747 | 
cece $382,715 
a ele 260,240 | 
Sade i 37,292 | 
eke ol 74,715 
as 68.00 | 
wee 2.50 | 
$760 $348 | 
| 
120 116 | 
91 85 | 
70 68 | 
| 
112 104 | 
8 15 
120 119 
$406 | 
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PRESENT POSITION AND OUTLOOK 


(Continued from page 155) 


liberal than in the like period last year, against | 
a 10-month increase of only 10%. The figures | 
offer little justification for current pessimism over 
profits and dividends. Last week's dividend re. 
duction by a leading Tobacco company doe; | 
serve as a warning, however, that concerns not 
favored with defense business or effective priori- | 
ties, and not sufficiently benefited by expanding | 
public purchasing power, are likely to be squeezed 
by mounting costs and taxes. Despite such 
casualties, the profits of more favorably situated 
companies will continue on a high level for the | 
duration; though, in some instances, devious 
devices may be adopted to conceal large earnings 
in order to save on taxes. Financial reports 
henceforth should be scrutinized with exceptional 
care. 


+ * * 


With ever tightening Government control over 
the allocation of strategic materials, industry is 
finding it useless to place duplicate orders or to 
buy far ahead of current requirements. Conse- 
quently mew orders booked by manufacturers 
during September, according to the National 
Industrial Conference Board, were some 12% 
under the July peak. Shipments, though 
leveling out during August and September, are 


now running ahead of new orders, with a resulting | 


decline in backlogs for the first time since inaugu- 
ration of the defense program. Inventories, 
however, are still increasing. 


* * es 


Farm income in September was 46% above 
last year, against a nine-month rise of 34%. Per 
capita income on farms is now a little larger than 
for people not on farms. The B. A. E. estimates 
that farm net income this year, despite rising costs, 
will be the largest since 1920. During the past 
year, purchasing power of the dollar has risen 
31% for farmers, 12% for factory workers; but has 
declined about 1% for unorganized salaried em- 
ployees. Higher food prices amount for 70% 
of the rise in living costs during the past year. 


Total retail store sales in September were 22% | 


above last year. Department store sales in 
the week ended October 25 were only 8% 
above last year, compared with an increase of 
17% for the year to date. 


* * . 


With railroad net income for nine months | 
reaching $386 millions, total for current year may | 


exceed $500 millions, compared with $524 mil- 
lions in 1930 and $897 millions in 1929. 1. C. 
C. plans to order the carriers to set up deprecia- 
tion accrual reserves beginning January 1. Com- 
mission wants the roads to pay off debts and catch 
up on deferred maintenance before more liberal 
dividend disbursements. 


* * * 


Engineering construction awards in the week | 
ended Oct. 30 were 34% below last year, com- | 


pared with a cumulative rise of 64% for the year 
to date. 
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Latest Previous Last 
Date Month Month Year 
STEEL 
Ingot Production in tons*®....... Oct 7,243 6,820 6,645 
Pig lron Production in tons*....} Oct 4,843 4,717 4,446 
Shipments, U. S. Steel in tons*..| Sept 1,664 1,754 1,393 
AUTOMOBILES 
Production 
agi ales. ook 5 c5sloaeada ates Sept 234,255 147,600 269,108 
Total First 9 Months............ Sept. 3,827,623 ...... 3,005,212 
Registrations 
Passenger Cars, U.S. (p)........ July 391,795 443,470 315,246 
UT aS Sa (.) aa July 67,412 62,265 49,053 
PAPER (Newsprint) 
Production, U.S. & Canada * (tons).| Sept. 377 377 360 
Shipments, U. S. & Canada* (tons).| Sept. 385 385 362 
Mill Stocks, U. S. & Canada * (tons).| Sept. 1 160 169 178 
‘LIQUOR (Whisky) 
Production, Gais.% . ......6se0.0. Sept. 9,424 6,570 6,776 
Withdrawn, CST OS eee Sept 9,212 7,104 6,335 
Stochin Glalsttsce.o tecces en aeee Sept. 499,503 501,587 477,043 
| GENERAL 
Paperboard, new orders (st). . Sept. 542,792 565,853 399,133 | 
Machine Tool Output (millions of $) Sept. 68.7 64.3 30.5 | 
Railway Equipment Orders (Ry) 
ECONOLINE ie a (s-c'c sconces oor 10 Mos. 1,056 539 | 
Act CC eee eres 10'\Mos; 412,537 .2.2.: 50,824 
Paseotiger Care oo os ses eels ere 10 Mos. CC.) Saree 264 | 
Cigarette Productiont............ Sept. 18,761 LEAL 14,890 
Bituminous Coal Production* (tons).| Oct. 49,800 46,880 38,700 | 
Portland Cement Shipments * (bbls.).| Sept. 18,284 17,454 14,741 | 
Commercial Failures (c). Bere secure kate Sept. 735 954 ‘916 | 
WEEKLY INDICATORS 
vais Chieti Year 
Ome Week Week Ago 
M. Ww. Ss. INDEX OF BUSINESS) 
ACTIVITY 1923-25—100...... Nov 1 116.0 RES:5 100.1 
ELECTRIC POWER OUTPUT | | 
_ , | ee | Nov. 1 3,339 3, 299 2,882 | 
TRANSPORTATION | 
ee My. ko: ae Nov.1 907,969 913,605 794,797 
Grain. . Ee ee ee ee te ce Nov. 1 35,852 35,083 35,592 
ion vuxaleaeaes Nov.1 162,303 165,290 125,305 | 
Forest Products...............2.. Nov. 1 44,472 45,917 40,872 | 
Manufacturing & Miscellaneous....| Nov.1 401,244 405,584 343,564 
AE ORG LE ARACR ON os oo 3 ec 8 ot acer ace Nov. L 158,921 159,828 155,303 
STEEL PRICES 
Pig lron $ per ton (m)............ Nov. 3 23.61 23.61 22.61 
Scrap $ perton(m).............. Nov. 3 19.17 19.17 20.67 
Finished c per Ib. (m)............ Nov. 3 2.305 2.305 2.305 
| STEEL OPERATIONS 
% of Capacity week ended . Nov. 8 98 97 96 
PETROLEUM 
Average Daily Production bbls.*..| Nov. 1 4,071 4,099 3,647 | 
Crude Runs to Stills Avge. bbls. * Nov. 1 4,080 4,060 3,529 
Total Gasoline Stocks bbls. *...... | Nov. 1 82,223 83,343 79,185 | 
Fuel Oil Stocks bbls.*........... Nov. 1 96,202 95,295 107,011 | 
Crude—Mid-Cont. $ per bbl. ..... Oct. 25 1.17 t47 1.02 | 
Crude—Pennsylvania $ per bbl....| Oct. 25 2.23 2.23 1.33 
nanicasuclinentcd $ per - eee " Oct. 25 .085 .085 Ee 
tMillions. *—Thousands. (a)—Index Federal Reserve 1935-39—100. 
long term trend. (c)—Dun & Bradstreet. (cm)—Dept. of Commerce estimates of income paid out. 
(e)—Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. 
(g)—Chain Store Age 1919-31—100. (h)—U. S. B. L. S. 1926—100. 
| Iron Age. (n)—1926—100. (n. i. c. b.)—Nat. Ind. Conf. Bd. 1935-39—100. 
| Preliminary. —Revised. (Ry)—Railway Age. 


(r)- 




















(b)—Federal Reserve Bank of N. Y. 


(En)—Engineering News-Record. 
(j}—Adjusted—1 929-31 —1 00. 
(p)—Polk estimates. (pc)—Per cent of capacity. (pl)— 
(s)—Fairchild Index, Dec., 1930—100. 
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During the first nine months of the current year, 
domestic retail sales of new passenger cars 
numbered 3,230,964, 30% ahead of like period 
in 1940; while truck sales came to 557,609, 
also up 30%. For September, passenger car 
sales were off 15% and truck sales 12%. OPM 
has ordered curtailments of 14% below last year 
in light truck production for the five months period, 
August-December, and a cut of 19% for Decem- 
ber. 


Bituminous coal production for ten months 
has been 11% above the like period in 1940. 
Stocks above ground on Oct. 1 were 5% over 
last year and equivalent to 42-days supply against 
40 days a month earlier. Lumber production 
and shipments in ten months were 13% above 
last year, with current unfilled orders amounting 
to 33% of gross stocks. O. P. A. has re- 
quested cancellation of machine tool price 
advances since May, which have averaged 8%. 

* * ® 


Cigarette withdrawals during September were 
the largest on record and 25% ahead of last year, 
compared with a rise of only 12% for nine months. 
Smokers are turning to high priced cigars; but the 
‘*5-center"’ will be continued for awhile. Shoe 
production this year will top retail sales of 440, 
and army takings of 14 million pairs by about 40 
million pairs. 
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Unless rains intervene to break the drought, 
electric power for civilian use will be rationed 
this month in eight southern states. Material 
shortages may cut expenditures for new generating 
facilities next year to around $420 millions, from 
this year's $600 millions. Several ranking mem- 
bers of the House Interstate Commerce Committee 
are said to favor easing ‘‘death sentences"’ provi- 
sions of the Utility Act next year in the interest of 
national defense. 

© * o 

Steel operations will continue at near capacity 
for the duration—scrap supplies and labor per- 
mitting; but, if prices are held down, profits will 
be reduced gradually by rising costs and taxes. 

+ * a7 


Barring adoption by Congress next year of 
Treasury recommendations to reduce depletion 
allowances, oil industry's profits above taxes 
should continue to improve for the duration. 
Return of tankers by Great Britain has removed 
the imminent danger of shortages in the western 
hemisphere. Demand since 1937 has been 
ahead of discoveries and is rising at the annual 
rate of 13%. Gasoline prices are now advanc- 
ing contra-seasonally. Owing to heavy ship- 
ments to England and Russia, there is a shortage, 
however, in aviation ‘‘gas’’, despite a 7-fold in- 
crease in production since 1939. 


100%— estimated 
(d)—Nat. Ind. Conf. Bd. 1923—100. 
(f}—1923-25—100. 
(k)—F. W. Dodge Corp., (m)— 


(st.)—Short tons. 




















Trend of Commodities 


The Administration has hinted of a possible veto of the 
pending price control legislation now before Congress. 
Apparently these reports have been inspired by the deter- 
mination of Congress to disregard farm prices and wages in 
any control measure likely to be enacted at this time. 
Naturally, under the present system of parity payments, the 
farmer is substantially insulated against the impact of higher 
wages as they may be reflected in the things which he pur- 


chases. 


In fact it is quite evident that it is a one way 
proposition for the farmer—he can’t lose. Farm prices, on 
the one hand, are virtually guaranteed while on the other, 
the farmer is being encouraged to increase his output as a 
contribution to defense. Although commodity prices as a 
whole were mildly reactionary over the past fortnight, 
futures indexes reveal that better than half of the decline 
which began early in October has been recovered. 








U.S. DEPT. OF LABOR COMMODITIES INDEX 1926=100 
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High Low Oct. 31 Nov. 7 High Low Oct. 31 Nov. 7 
28 Basic Commodities...... 156.9 105.6 153.3 154.6 Domestic Agricultural...... 166.4 111.4 158.5 161.9 
Import Commodities... ... . 159.6 104.7 154.8 155.3 LO” PRS 172.6 100.5 165.1 168.1 
Domestic Commodities. . . . . 156.5 105.5 152.4 154.2 Raw Industrial............. 146.9 101.3 144.9 145.1 
Se RET PAR TECF TEE 
SS PRESENT POSITION AND OUTLOOK 
Date Wk. or Mo. Wk. or Mo. Ago 
COTTON | | ey 
Price cents per pound, closing Cotton. The Government crop report indi- 
cated the current yield at 11,020,000 bales, as of 
ee ee Nov. 8 16.26 16.16 9.85 fois 
Nov. 1. This figure was about 175,000 bales 
SRMNY cask tesndiak acess Nov. 8 16.28 16.22 9.76 b " bias tea eee 
ed dtipaninniimniicd Gee Nov. 8 17.34 16.98 10.12 Ee SS SS eee ee eee 
(In bales 000's) spread was so small as to have had little or no effect 
Consumption, U.S........... 205. Sept. 875 875 eS 
Exports, (Ex-Linters)............. Aug. 34,967 32,718 += 64,743 | _ narrow range. Traders did not appear concerne 
Imports (Ex-Linters).............. Aug. 43,322 17,243 10,153 over reports of growing Administration opposition 
Government Crop Est............. Mov; 4 “F4020 seus 12,686(ac)| to Price _ ners — to be — 
‘ : ° haan 5 7 23,029 22,981 generous to farmers, and the general conviction is 
Active Spindles (000's) Sept — that the Congressional farm bloc is sufficiently 
strong to have things pretty much their own way. 
WHEAT eo =a) ss 
Price cents per bu. Chi. closing 
December Tete cere L See ree Nov. 8 11 5% 1 141% 1 16% Wheat. Developments in the grain markets 
PP ndausssicosssphenusese Nov. 8 121 119% 122% | featured a sharp rise in soy bean prices, and the 
Expors bu: (000's). ...5...055... A: ee ee 2,413 2,976 action of Exchange officials in imposing lower 
Visible Supply bu. (000's) as of...) Aug. 23 217,648 215,539 164,130 limits on daily gains and losses, at the suggestion 
Gov't Crop Est. bu. (000's)....... Oct. 1 961,194 ........ 816,698(ac)| of Secretary of Agriculture Wickard. The daily 
limit of wheat was reduced to 5 cents, while that 
of soy beans was cut from 8 cents to 6 cents and 
CORN . . cotton from 2 cents to 1 cents. Wheat prices 
Price cents per bu. Chi. closing : . scored modest gains, with the December contract 
December.................-+. Nov. 8 11% 77% 78% up 15 cents for the week. Present indications are 
May ....... Ee Ae Shee ene YR Nov. 8 83% 83 84% | that the acreage planted to wheat will not be in 
Exports bu (000's).............. See 1,370 37357 excess of the Government allotment—41 ,635,000 
Visible Supply bu. (000's) as of...| Aug.23 37,232 37,931 al pene 
Gov't Crop Est. bu. (000's)....... Oct. 1 2626000 3 ...... 2,449,200(ac 
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COPPER Copper. Late developments involving cop- 
Price cents per Ib. per featured the announcement that the Treasury 
Mate tee nee hel Nov. 8 12.00 12.00 12.00 would purchase the entire output of three Michi- 
Exports f.a.s. N. Y. vs tteeeees Nov. 8 11.00 11.00 10.75 gan companies at prices of 15 cents and 16 cents 
Refined Prod., Domestic soe eeeeee Sept. 89,221 87,880 82,843 a pound. These companies are all in the “high- 
Refined Del., Domestic* pe are saiielsveie Sept. 120,429 117,486 112,681 cost’’ producers category, hence the premium 
Refined Stocks, Domestic*........ Sept. 30 63,670 71,930 185,313 price. Other producers continue to be bound 
TIN ny by the 12-cent ceiling. awe 
Price cents per AGING Fess. Neve S 52 52 51 Lead. OPM Director General Knudsen has 
Tin Plate, price $ per box......... Nov. 8 5.00 5.00 5.00 requested all lead producers and workers to 
World Visible Supplyf as of ...... June 30 38,600 40,777 31,869 operate properties on a 24-hour day schedule in 
U. S. Deliveriest eee ee eee eee Sept. Ur 13,625 11,410 order to increase output for defense needs. Such 
U. S. Visible Supply as of ....... Sept. 30 1,767 2,393 9,438 a schedule would practically double the present 
LEAD ah rate of output. ae 
Price cents per Oe Sap aaa ear Nov. 8 5.85-5.90 5.85-5.90 5.50 Tin. World production of tin in the first nine 
U. S. Production * Pete e eee eens Sept. 44,903 5053 51,441 months of this year totaled 185,000 tons vs. 
U.S. Spee”. «2. eee cas Sept. 47,093 55,055 53,456 165,400 tons in the same period of 1940. De- 
Stocks (tons) U. S., as of.......... Sept. 30 13,148 15,330 41,292 liveries to the United States in the same period 
SS aggregated 119,287 tons contrasted with 81,814 
ZINC ; tons in the same months last year. 
Price cents per Ib., St. Louis.......] Nov. 8 7.25 7.25 7.25 | + 2s *@ 
RS. Production * Leche Per et etehel Seu sexs Sept. 73,225 75,524 59,800 Zinc. Although the present 8.25 cents price 
U. S. Shipments*. Sa A a ae Sept. 71,767 71,403 75,193 has been in effect too short a time to have any 
Stocks, U. S., as of*............. Sept. 30 19,427 17,969 36,821 noticeable bearing on production, recent indica- 
= = tions are that zinc users find the supply situation 
SILK a little easier. 
Price $ per Ib. Japan xx crack..... Nov. 8 357 3.57 2.60 + * +* 
Mill Dels. U.S; (Gales): <4.0.5. Aug. 2,069 28,528 30,189 Rayon. With rayon plants operating at capac- 
Visible Stocks N. Y. (bales) as of..; Aug. 30 53,988 47,208 46,898 | ity, it was good news when rumors were circulated 
|---| _ that the OPM misht ive the green light to plant 
RAYON (Yarn) | | expansion. Some weeks ago it was generally 
Price cents perlb................ | Nov. 8 53 53 53 | admitted that new rayon capacity was “‘out'’ be- 
Consumption (a). .0..65 66. es 06s | Sept. 37.0 37.3 30.9 | cause it was non-essential. 
Staeles-as Oh (A).sscces coleen taco | Sept. 30 49 4.9 8.4 | * * «* 
= (a $$$ $ | Wool. In the first eight months of this year 
WOOL ; the United States imported wool from Argentine 
Price cents per Ib., raw, fine, Boston.} Nov. 8 103% 103% 981%) valued at $38,386,870 vs. 11,359,495 in the 
Consumption, period ending (a)....} Aug. 31 39,824 46,750 24,199 same period of 1940. Domestic consumption, 
————— ———| according to private estimates broke all previous 
HIDES records in the month of September. 
Price cents per lb. No. 1 Packer...) Nov. 8 151% 151% 15/9) * * * 
Visible Stocks (000's) as of....... | July 31 13,441 13,479 12,718 Hides. Traders were somewhat puzzled by 
No. of Mos Supply as of.......--} July 31 5.76 5.98 8.18 the strength in hides, which apparently was with- 
Boot and Shoe Production, Prs.*...| Sept. 43,376 44,985 35,092 out specific basis. Tanners’ supplies are being 
—_—_—_—__——— ——] absorbed rapidly. 
RUBBER = -s--* 
Price cents perlb................ Nov. 8 227% 2234, 20.34 Rubber. Tire sales this year will probably 
Imports, U.S.f..........ceceeees Sept. 81,743 106,539 78,972 attain the highest total since 1929. Shipments 
Consumption, 1) Se). «2005 eisai Sept. 53,655 55,365 52,469 in the first nine months were 24% ahead of last 
Stocks, U. S., as of...............] Sept. 30 473,684 446,006 220,597 year. At the present time the United States has 
Tire Production (000's)........... Sept. 4,583 5,005 4,413 more rubber on hand, or afloat, than any time in 
Tire Shipments (000's)............ Sept. 5,264 3,400 4,462 history. 
Tire Inventory (000's) as of........ Sept. 30 5,170 5,834 9,837 2 
aa | Cocoa. Recent reports from Brazil state that 
COCOA Brazilian shipments of cocoa are cramped for lack 
Price cents perlb................| Nov. 8 8.19 8.04 4.64 of cargo space. Shipments from Africa are al- 
Arrivals (bags 000's)............. Sept. 405 534 508 ready shut off for the balance of this year because 
Warehouse Stocks (bags 000's)....| Nov. 8 1,389 1,380 1,293 of the lack of shipping. Domestic consumers, 
ai = however, are reported to have ample supplies on 
COFFEE hand. 
Price cents per Ib. (c)............ Nov. 8 13% 133% 7 + * * 
Imports, season to (bags 000's)....| Sept. 1 1) eee 3,219 Sugar. Deliveries of sugar to the United 
U. S. Visible Supply (bags 000’s)../ Oct. 1 2,419 2,203 1,488 States in the first nine months of this year were 
a 22% ahead of last year, while stocks at the end 
SUGAR of September were 115,000 tons smaller than a 
Price cents per Ib. year ago. 
Ng Ae eRe Pre Ree Per eee Nov. 8 3.50 3.50 2.95 0, son ies 
Refined (Immediate Shipment)...| Nov. 8 5.25 5.25 4.45 Coffee. Consumption of coffee in the United 
U. S. Deliveries (000's)*.......... Gmonhs 6973 «...... 5,128 States hit a new record in the first nine months of 
U. S. Stocks (000's)* as of (rr)... .. Sept. 30 GQQ- dete. 810 this year. Per capita reached 17.89 pounds. 
, aaa tons. *—Short tons. (a)—Million pounds. (ac}—Actual. (c)—Santos No. 4.N. ¥Y. *—Thousands. NA—Not available. 
tr 








NOVEMBER 15, 1941 

















Money 


and Banking 







































































Latest Previous Year 
Date Week Week Ago COMMENT 
—— RATES 
ime Money (60-90 days)........ Nov. 8 11 11 11 , ; ; 
Prime Commercial hae Perey e hy: Nov. 8 wien “ue “ae = — i wal hg = me ea 
oo eee Nov. 8 1% 1% 1% Se ee oe eee Oe eee SS 
Re-discount Rate. N. ¥ Nov. 8 19% 1% 1% reflected in a decline in excess reserves of $1,190,- 
jabs Tee ana eOe : “! = : 000,000 and brought the total down to the lowest 
CREDIT (millions of $) figure since March 22, 1939. As had been ex- 
Bank Clearings (outside N. Y.)..... Oct. 25 MIQBO-  Becised 2,909 pected the greatest portion of the drop was suffered 
Cumulative year's total to......... Septrs0 1337 9.2620 9,571 by New York Member banks. Excess reserves of 
Bank Clearings, N. ¥............. Oct. 25 re 2,247 New York banks dropped $570,000,000, or almost 
Cumulative year's total to......... pept 30 48471 02 ksawss 11,519 half of the total. Excess reserves of New York 
F. R. Member Banks banks are now at the lowest figure since April 13, 
Loans and Investments.......... Oct. 29 29,582 29,618 24,602 1938. Over the past ten months New York banks 
Commercial, Agr., Ind. Loans...| Oct. 29 6,554 6,556 4,173 have cut excess reserves nearly 80 per cent. 
BHERIS EL ORINES © 05 015s os eisai anc Oct. 29 531 535 410 
Invest. in U. S. Gov'ts.......... Oct. 29 11,318 11,310 9,374 ree 
Invest. in Gov't Gtd. Securities...} Oct. 29 3,330 3,343 2,627 
Demend Deporte... | Oak 99° 94958 94.382 at'ase | _, The latest statement of Now York City Member 
Time Deposits................. Oct. 99 5 440 5/439 5.349 banks revealed a decline of $73,000,000 in loans 
New York City Member Banks : : ‘ and investments. Loans increased $20,000,000, 
Total Loans and Invest.......... Nov. 5 12,195 12,268 9,758 while investments were off $93,000,000. After 
Commercial, Ind. & Agr. Loans..| Nov. 5 2,536 2,527 1,843 declining for two successive weeks, loans by New 
ees, re Nov. 5 401 390 326 York banks to industry, commerce and agriculture 
Invest. in U.S. Gov'ts.......... Nov. 5 5,367 5,125 3,957 | increased $9,000,000 in the most recent week. 
Invest. in Gov't Gtd. Securities... Nov. 5 1,600 1,880 1,518 Holdings of Treasury notes increased $188,000,000, 
Other Securities............... Nov. 5 1,458 1,513 1,341 | while government-guaranteed issues declined 
Demand Deposits.............. Nov. 5 10,162 10,357 9,853 $288,000,000. Treasury bill and Treasury bonds in- 
Time Deposits................. Nov. 5 169 763 721 creased $17,000,000 and $37,000,000 respectively, 
Federal Reserve Banks but other securities declined $55,000,000. 
Member Bank Reserve Balance...) Nov. 5 12,594 12,632 13,979 
Money in Circulation. ......... Nov. 5 10,421 10,307 8,385 * * 8 
ONT Oe ee renee Nov. 5 22,788 22,796 21,571 
Treasury Currency.............| Nov. 5 3,221 3,219 3,060 Of particular interest was the decline of $8,000,- 
PROB MIN. 0.55 os sii cccicm nd Nov. 5 2,195 2,209 2,221 000 in monetary gold stock. This was the first time 
Excess Reserves............... Nov. 5 3,410 4,600 6,730 in more than three and a half years since gold 
 atect Prsstous isag stock figures have shown a minus sign. Appar- 
NEW FINANCING (millions of $) Month Month Ago | ently the Treasury is selling gold to other coun- 
COS OS Se er nae Sept. 195 402 131 tries, possibly Switzerland and Latin-American 
SS OR Sept. 34 327 68 nations. 
OP nee eae Sept. 161 74 63 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
1941 Indexes | 1941 Indexes 
No of | 
Issues (1925 Close—100) High Low Nov.1 Nov. 8 (Nov. 14, 1936, Cl—100) High Low Nov. 1 Nov. 8 
290 COMBINED AVERAGE... 56.9 46.3 50.5 50.4 100 HIGH PRICED STOCKS. ... 60.10 51.01 53.88 53.96 
100 LOW PRICED STOCKS..... 48.83 37.78 41.27 40.76 
4 Agricultural Implements... .. 99.9 72.2 866 83.8 3 Liquor (1932 Cl.—100)..... 169.9 111.5 164.6 165.6 
9 Aircraft (1927 Cl—100).... 199.4 137.1 174.3 179.7 OI MMSCHINGIY < s.<556 occ sacs 111.9 856 86.3 85.6x 
4 Air Lines (1934 Cl—100).. 314.1 198.9 280.1 289.7 PHN ES Ol | a rarer 75.6 60.4 62.7 60.4a 
GS Vmumements...... 6. 4.05055.- 21.7 208 29.1 29.6 AiMest racking... .<. 2.55.68 53.2 403 42.5 41.8 
14 Automobile Accessories.... 95.7 74.8 79.4 79.2 11 Metals, non-Ferrous......... 138.6 109.4 109.4x 111.4 
SB PAMOMOUIES 5. 6. oee-s6:8i0 a4.4 a5 8.2 8.6 SUA E as) iaeistetiern scree es 14:2 tO (24 12:2 
3 Baking (1926 Cl—100)..... 10.7 7.0 7.0 7.0 DTP PU SICUIN «<< 5.5..6s-c05 6000-0536 86.1 67.4 83.3 83.8 
3 Business Machines.......... 104.6 86.5 100.3 99.5 18 Public Wullities................ 38.6 19.2 20.0 19.2r 
2 Bus Lines (1926 Cl.—100)... 64.3 43.9 47.2 47.2 3 Radio (1927 Cl—100)...... 9.9 6.7 6.7 7.0 
[eS 25 Se ee ere 165.8 135.5 147.6 148.5 || 9 Railroad Equipment......... ASO: 36:3 37:5 37:4 
$B iGonstction. «<0... 64655 96.1 19.5 21.0 20.7 ATER BUD BOS. 655 s6.6. cts ho steers 11.6 ree 9.4 9.3 
5 GConteinels....6éc.0636.5055. 903.7 1660 175.5 170.0 DMM eres sg sce cece ince nom 2.9 1.6 1.9 1.8 
10 Copper & Brass............. 88.8 68.8 71.5 70.7 DP SMIDDUNIGING 6.5.2.5: 020:0/5'e-535:s:00% 129.7 102.3 114.4 114.5 
2 Dalry Products. «6.0.65 60 29.9 25.55 29.0 29.2 TD Stee OOMION 6s cee a ccsativeds a 82.6 62.8 641 64.0 
6 Department Stores.......... 23.2 16.7 20.1 19.6 JOSEY ea ee Re a eace 37.106 495 33H) |= 8420 
6 Drugs & Toilet Articles...... 45.8 31.1 44.3 45.2 USS OT ae ae eerie 194.3 161.0 166.5 173.0 
2 Finance Companies......... 182.3 134.5 134.5e 135.0 3 Telephone & Telegraph...... 45.9 33.2 409 40.2 
DERM ENMIOR, 555 3 6cca Sous 93.1 749 84.0 84.0 AS 5 a eer ee eae 48.5 33.0 37.3 37.0 
Eee | ES ee 45:2 ~36.7 “43:5. 43:2 SB litesre uber... Ss 13.6 95 12:8 13.0 
J ee et 42.2 31.3 32.3 31.3¢ MMIGUACEO 6.5. ioc ose ks ts s 13.7 S85 S585F 58:6 
2 Gold Mining.............. 703.8 451.8 470.8 451.89 BD Watiety stores... 6 .fcscicccsts-s 913.7 184:8 205:8 ‘202.5 
6 Investment Trusts........... 19.2 151 165 16.8 19 Unclassified (1940 Cl—100). 105.7 86.3 95.4 95.7_ 
a—New LOW since 1938. g—New LOW since 1932. e—New LOW since 1934. 1—New all time LOW. f—New LOW 
since 1933. x—New LOW this year. 
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The Pocket Statistician 
tells you... 


Investment Rating: Based on current earn- 
ings trend, dividend record, management 
financial position . . . growth possibilities 
under war influences. 


Tax Rating: Degree of vulnerability or im- 
munity to new taxes ... where earnings will 
be reduced . . . maintained or increased 
despite taxes. 


Earnings Record: From 1937 to date... 
indicating fluctuations in per share net in 
peacetime and in war. 


Dividend Record: For 1939, 1940, 1941... 
changes effected... relation to earnings ... 
income calibre. 


Financial Position: Ratio of assets to liabili- 
ties . . . working capital. 


Capitalization: Shares outstanding, common 
and preferred, funded debt . . . claim on 
earnings . . . marketability. 


10 Year Price Range: Highs and lows from 
1929 through 1941... showing price swings. 


Pertinent Comments: On latest develop- 
ments and changes bearing on each com- 
pany’s earnings prospects and investment 
status. 
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Clip and Mail 
This Order Form 
TODAY! 


The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 


[1] Send me The Pocket Statistician for 1 year.................... $3.50 


Thousands of investors 
have told us....%F 
wouldn't be without 
this valuable guide!’ 


And you, yourself, know how tedious it is to wade 
through earnings reports and statements of the com- 
panies in which you are interested—how difficult it is 
to put your finger on the essential facts. To keep 
abreast of sudden changes under today’s unprecedented 
conditions. 


... Yet—here in a 98-page, pocket-size handbook, printed in clear, 
legible type, are all the vital statistics you need on every leading common 
and preferred stock on the New York Stock and Curb Exchanges, as 
well as the important bank and insurance stocks. 


And—in addition to all the vital statistics—qualified business and 
security analysts also give you the outlook for both the industry and 
the individual company in which you are interested. 


Revised and published monthly—The Pocket Statistician offers you 
the most up-to-the-minute information, such as you would find only in 
statistical works costing from $50 to $100 and up—enables you to keep 
accurately and authoritatively posted at all times. 


Now—only $3.50 a year 


Check with the wealth of material available to you in this handy 
monthly service as outlined at the left. You may subscribe to The 
Pocket Statistician alone or, if you are not already a subscriber to 
The Magazine of Wall Street, you will want to consider the very 
liberal combination offer below. 


Why not subscribe today . at a time when this service can mean 


so much to you? 


[1 $2.50 a year if you are already a Magazine Subscriber. 





Cj The Pocket Statistician for 1 year ($3.50) and The Magazine of 
Wall Street for 1 year....26 issues ($7.50) including personal 
consultation privileges on as many as three securities at a time. .$10.00 
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The Personal Service Department of Toe Macazine or WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Archer-Daniels-Midland 


What is the significance of the fact that 
although Archer - Daniels - Midland earnings 
for 1940-41 fiscal year reached a peak of 
$5.69 this was apparently accomplished only 
by a last quarter spurt? Is this indicative of 
a lasting uptrend? Was it caused by greater 
activity in their soybean and flour milling 
operations—increase in their linseed oil busi- 
ness—or is it simply a reflection of changes 
in inventory values Will taxes seriously re- 
duce earnings in the future? At the current 
price of approximately 28, would you advise 
buying more now in anticipation of a higher 
market value? I now hold 200 shares at 34.— 
J.J. N., Albany, New York. 

Archer-Daniels-Midland Co. for 
the fiscal year which ended June 30. 
1941, earned $5.69 per common 
share, as compared with $5.42 per 
share for the preceding fiscal year. 
The common stock outstanding to 
the extent of 544,916 shares repre- 
sents the sole equity interest of the 
company, while funded debt is rep- 
resented by $2,200,000 of serial notes 
due $400,000 annually. The finan- 
cial position at the year end was 
strong with current assets of $32,- 
932,689 as compared with current 
liabilities of $18,399,067. Of the 
total current assets, inventories at 
lower of cost or market were $21,- 
115,643, a slight decline from the 
$22,625,960 at the close of the pre- 
ceding fiscal year. The net sales for 
the year showed a substantial in- 
crease while costs of sales and taxes 
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were somewhat higher. The spurt 
in earnings, during the last quarter, 
was the result of considerably higher 
prices for commodities, which in all 
probability made possible increased 
profits on inventory commitments. 
This appears to be indicative of a 
continuing favorable trend over the 
near term in view of the relatively 
high level of commodity values. The 
company’s activity in the soybean 
and flour milling fields is sufficiently 
promising to warrant an optimistic 
outlook over the near term. The lin- 
seed oil division also should account 
for its portion of increased earnings. 
While it is difficult to determine the 
specific amount of earnings resulting 
from the appreciation in inventory 
values, it is believed that it was sub- 
stantial. Income taxes for the year 
were $1,020,402 as compared with 
$707,505 in the preceding year. Ex- 
cess profit taxes not applicable in 
the fiscal year ended June 30, 1940, 
were paid to the amount of $1,080,- 
000 in the fiscal year just ended. 
Such taxes, since January 1, 1941, 
were calculated in full appreciation 
of the revenue bill of August 4, 1941. 
Dividend distributions in recent 
years have been relatively conserva- 
tive but have been expanding ‘since 
the year 1938 when $1.25 per com- 
mon share was paid. While it is 
possible that the favorable earnings, 


Inquiries 


in the opinion of the directors, may 
warrant increased distributions, such 
does not seem necessarily probable 
in view of the conservative attitude 
and sagacious management policies 
of past years. We feel that your 
current commitment is worthy of 
full retention, but we caution 
against having too large a portion 
of funds in one industry, which can 
be materially affected by the chang. 
ing tides of commodity valuations. 
With the outspoken will of the Gov- 
ernment to maintain as far as pos- 
sible high commodity price levels, 
your risk does not appear excessive 
al this time. 





Yale and Towne 


In your opinion is there justification for 
expecting continued increase in Yale and 
Towne earnings? I bought 175 shares at %8 
in 1939. Would you advise further purchase 
at this time? To what degree has the com- 
pany’s lost income from foreign busines 
been replaced by increased domestic orders! 
Might scarcity of raw materials necessitate 
curtailed production on non-defense orders? 
What about labor costs? Will the future 
necessitate further narrowing the already re- 
duced profit margin on locks and builders’ 
hardware items? What are the current and 
post-war prospects for building material 


stocks?—G. M., Forest Hills, New York. 


In the first nine months of 1941, 
Yale and Towne Manufacturing Co. 
earned $2.25 per common share as 
compared to $1.39 per share for 
the corresponding period: of 1940. 
These earnings are based on 486,656 
shares of $25 par common stock 
which is the sole capitalization of 
the company. Normally, this com- 
pany is best known for its inter- 
nationally accepted Yale lock as 
well as manufacturing a wide line of 
building hardware, electric trucks. 
chain blocks, pumps and _ similar 
products. The favorable factor is 
that the company is well situated to 
manufacture munitions, shells de- 
tonators and many small military 
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items. An Army order was recently 
received totaling $505,500 for pump 
assemblies. Domestic orders for 
hardware are somewhat threatened 
by a curtailment of non-defense 
spending in the construction field 
throughout the duration of the cur- 
rent emergency. Heavy goods lines 
however, should continue to benefit 
as a result of our defense activity 
even though substantial Govern- 
ment orders have not as yet been 
received on a large scale. Operating 
costs, especially from the labor divi- 
sion will in all probability be larger, 
due to the competition for skilled 
workmen in this field. In the in- 
terim, however, we are recommend- 
ing retention of the stock pending 
a clarification of the company’s abil- 
ity to adapt its facilities to the cur- 
rent emergency. Taxes, of course, 
will be higher, but all in all, we look 
for a modest expansion in earnings 
over the balance of the year while 
dividend distributions should com- 
pare favorably with those of 1940. 
The post-war outlook for the com- 
pany is quite favorable, and there 
fore we recommend retention of your 
shares at this time for their good 
yields and moderate appreciation 
possibilities. We would counsel 
against having too large a commit- 
ment in one company and therefore 
would not at this time advocate add- 
ing to your current commitments. 





United Drug 


What are the near-term and long-term 
prospects for the drug industry as a whole, 
and for United Drug in particular? I hold 
100 shares purchased at 64% two years ago 
(current price around 5). I have considered 
selling for tax purposes but would like your 
advice first. What are the anticipated earn- 
ings this year? Have the unprofitable stores 
now been eliminated? Is the program of 
franchising local independent drug stores 
proving satisfactory? Are the annual losses 
resulting from the Louis K. Liggett Co. bank- 
ruptcy now substantially reduced? Are the 
Canadian stores affected by the war? What 
about other foreign interests?—Miss J. L. R., 
Louisville, Ky. 


In the first six months of 1941 
United Drug, Inc., showed a remark- 
able recovery in earnings when 37 
cents per share was earned as com- 
pared with a defiicit of 2 cents per 
share for the corresponding period 
in 1940. While the nine months’ 
figure is not available it is believed 
that the favorable trend in earnings 
recorded in the first six months was 
continued. While full year earnings 
have not been estimated, it is be- 
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lieved that they will show a mod- 
erate improvement over the 82 
cents per share earned in the year 
1940 since increasing sales in the 
retail and drug manufacturing divi- 
sions are being experienced. The in- 
dustry as a whole is expected to 
show an increase of approximately 
12 per cent although United Drug 
Company is likely to show a higher 
increase applicable to net earnings. 

Efforts have been made to elim- 
inate losses on long leases but as yet 
there has been no complete elimina- 
tion of this drag upon earnings. The 
program of franchising local and in- 
dependent drug stores tends to in- 
crease the field for companies prod- 
ucts and should in the future ac- 
count for a larger share of earnings. 
The losses resulting from the Lig- 
gett bankruptcy has been substan- 
tially reduced which also aids the 
outlook. Canadian outlets are ad- 
versely affected in view of the higher 
taxes in that country. Such is vir- 
tually true with all of the foreign 
outlets. It is a little too early to 
say whether the company will in- 
augurate a dividend policy this year. 
If the favorable trend in earnings 
as was witnessed in the first six 
months of 1941 in comparison with 
those months of 1940 continues it 
is quite likely that in the year 1942 
at least a token distribution would 
be in order. All in all, we feel that 
the future is sufficiently promising 
for the company to warrant reten- 
tion of your stock at this time, but 
is must be considered as speculative. 
It has had a good advance in price 
but if earnings continue to expand 
the current price does not appear to 
have completely discounted the im- 
proved outlook. 





American Power & Light 


I own 500 shares of American Power & 
Light common stock. If the company is 
compelled to liquidate, does this stock have 
any value? If not, does the stock have any 
hope of advancing in view of pressure on 
Utility Holding Company stocks? Will in- 
creasing costs and taxes cut earnings very 
much? Would this stock be a good candi- 
date for establishing tax losses? In short 


what should I do?—E. F. B., Buffalo, N. Y. 


American Power & Light Com- 
pany is a holding company with a 
relatively large capitalization. At the 
close of 1940 the total outstanding 
funded debt was $358,699,750. There 
was 793,581 shares of $6 cumulative 
preferred stock and 978,444 shares of 
#5 cumulative preferred stock. Com- 
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mon stock was outstanding to the 
extent of 3,008,512 shares. In ad- 
dition to this there was subsidiary 
preferred stock outstanding to the 
extent of $111,622,200 and a minor- 
ity interest in subsidiary common 
stock of $424,697. It has been con- 
servatively estimated that the pre- 
ferred stocks of this company have 
a liquidating value of approximately 
$80 per share if the company is com- 
pelled to liquidate all of its operat- 
ing subsidiary holdings. Conse- 
quently it can be clearly seen that 
since the preferred stocks are en- 
titled to $100 per share plus ac- 
cumulated unpaid preferred divi- 
dends in case of liquidation that 
they could not be completely liquid- 
ated and therefore there is no value 
for the common stock. The pres- 
sure on utility holding companies 
does not appear to be lessening and 
it is our opinion that the future for 
this company can at best be con- 
sidered highly doubtful even though 
the shares are selling at approx- 
imately $1 per share. Increasing 
operating costs and taxes will of 
course have their damaging effect 
upon earnings and it does appear 
that the stock of this company 
would be a good candidate for the 
establishment of tax losses. Operat- 
ing results in recent years have been 
highly erratic although the price 
trend has been consistently down- 
ward. No dividends have been paid 


on the common stock since 1932 


when 50 cents per share was dis- 
tributed. All in all, we feel that the 
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future for this company is not suf- 
ficiently promising under existing 
conditions to warrant its retention 
at this time. 





Commercial Solvents 


In the opinion of your analysts is Com- 
mercial Solvents a good speculative invest- 
ment at this time Why? Of the various new 
products recently developed can any of them 
now definitely be counted on as a likely re- 
placement for the lucrative butyl alcohol 
monopoly? Have other orders, sufficient to 
absorb the loss of business resulting from 
curtailment of automobile production, been 
obtained? Will the recent freezing of prices 
of alcohol and other solvents bring the profit 
margins below their peace-time averages? 
My 150 shares cost me 1444 a year ago. 
What would you advise? Do you anticipate 
a rise in the present market value in the near 
future?-—D. A. H., Wakefield, Conn. 


It is believed that for the full 
year 1941 Commercial Solvents Cor- 
poration will earn approximately 91 
cents per share, the same as reported 
for the year 1940 which compares 
with 61 cents per share for the year 
1939. While sales may be mod- 
erately above 1940 higher taxes will 
restrict net earnings. The stock 
is of course speculative but rela- 
tively attractive. While many of 
the prices have been frozen in recent 
weeks it is a strong possibility that 
profits will exceed the results real- 
ized under normal peace-time condi- 
tions. A new industry which is 
becoming of increasing importance 
to earnings is that of manufacturing 
vitamin concentrates. This division 
of the company’s work is still ex- 
panding. Income from the affiliate 
dealing in molasses-gathering should 
reap the benefits brought about by 
our rearmament program. The am- 
monia plant in Louisiana should be 
a future profit possibility but its 
effect will not become tangible until 
the year 1942. While the patent 
recently expired on the manufacture 
of butyl alcohol the company has 
been delving into ways to offset this 
loss and one of the important results 
of such research has been the intro- 
duction of a new series of chemical 
combinations known as Nitroparaf- 
fin. It is now marketing 16 types 
of this product while the field is con- 
ducive of other derivatives adding to 
future profit possibilities. The broad- 
ening demand for industrial solvents 
as well as the increasing importance 
of industrial alcohol augurs well for 
improved earnings which should go 
a long way towards offsetting the 
increasing tax burdens and possible 


increases in costs. The curtailment 
of liquors being imported into this 
country may aid earnings since 
company distills neutral spirits and 
whiskey for sale to rectifiers and 
bottlers. In view of the conditions 
in the liquor industry we do not look 
for any pronounced improvement 
from this division. Nevertheless, it 
is our belief that while the market 
action is at times quite sluggish it 
is worthy of retention in diversified 
investment portfolios. It must be 
considered speculative but small 
dividend distributions from time to 
time coupled with earnings growth 
possibilities tends to lend attraction 
to the stock at current levels. 





American Chain & Cable 


What would you advise me to do with 100 
shares of American Chain & Cable common 
for which I paid 23 last year? I cannot 
understand the failure of the stock to in- 
crease in market value this year... (now 
only 1914) with earnings apparently running 
at the rate of $3.50 per share. Does this 
mean that profit margins on defense busi- 
ness will be narrow . . . that higher tazes, 
labor and raw material costs will so dilute 
earnings the $2 dividend rate is in jeopardy? 
Will arms work offset’ loss of normal business 
especially due to curtailment in the motor 
and accessory industries?—E. L. M., Boston, 
Mass. 





The operations of American 
Chain & Cable Co. are quite promis- 
ing at this time. Sales are running 
at peak levels and profits continue 
to increase. In the first six months 
of 1941, $1.75 per share was earned 
as compared with $1.04 per share for 
the corresponding period of 1940. 
It is estimated that full year re- 
sults should approximate $3.50 per 


common share while dividends 
should continue at the $2 rate 
which includes extras. The com- 


pany is not considered to be one of 
those which is a prime beneficiary 
of our war effort although it does 
receive some war orders. It is con- 
sidered to be one of the in between 
companies which will profit by an 
expansion in normal business as well 
as profiting by our rearmament pro- 
gram. Contracts are being received 
from the steels, aviation, shipbuild- 
ing and construction industries and 


profits are still being realized from 
royalties from licenses granted to 
manufacturers particularly in the 
pre-formed wire rope division. Taxes 
in the first six months of 1941 in- 
creased considerably, Federal and 
foreign income taxes advancing from 
$351,810 to $850,000 while a provi- 
sion of $1,650,000 was set aside for 
excess profits taxes in the first six 
months of 1941. The company was 
not liable under this tax for the cor- 
responding period of 1940. While 
the stock has not been particularly 
active marketwise we feel that it is 
worthy of full retention at this time 
because there is no apparent ceiling 
for earnings expansion nor undue 
alarm for the maintenance of cur- 
rent dividend distribution. Finan- 
cial position is strong and it is be- 
lieved that when the market as a 
whole becomes settled and an ad- 
vancing trend sets in that the per- 
formance of this stock will be satis- 
factory. 





United Aircraft 


I bought 100 shares of United Aircraft in 
1938 at 4144. Do you counsel buying more 
now (currently about 36) in expectation of 
a rise in the market? Will earnings this year 
reflect the liberal growth that the company’s 
211% sales increase would indicate—or have 
taxes increased disproportionately? To what 
extent is the Government reimbursing the 
company for its expansion? Will royalties 
from Ford, Buick, Chevrolet, etc. make any 
material difference in this year’s earnings’ 
Will orders now on hand be as lucrative as 
those of, say, a year or so ago? What are 
the company’s post-war prospects?—J. R. S 
Palo Alto, California. 


While United Aircraft Corp. is 
expanding plants and facilities. 
sales are going ahead by leaps and 
bounds. Taxes on the other hand 
are taking an increasing toll of net 
operating profits as witnessed in the 
report for the first six months of the 
year 1941. Income taxes for this 
period increased from $1,595,266 to 
$20,300,000 which included a provi 
sion for excess profits taxes of $15,- 
500,000. After this tremendous in- 
crease in taxes, earnings were $2.11 
per common share as compared with 
$2.34 per share for the correspond- 
ing period of 1940. Financial posi- 
tion needless to say is strong and 
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unfinished orders as of a recent date 
approximated $500,000,000. Plant 
and facilities are continually being 
expanded and that part which is 
coming into full productivity at 
this time was made possible through 
British and French orders in the 
early part of the war. Additional 
expansion is now being made pos- 
sible as a result of the Government 
of the United States. The new 
equipment constructed for the U. S. 
Government is subject to optional 
purchase by the corporation. It is 
not expected that earnings will show 
any substantial increase over cur- 
rent levels in view of increasing tax 
burden and increased operating 
costs. Royalties from sub-contrac- 
tors should be an aid to earnings al- 
though as yet the exact amount is 
not known. Orders now on hand 
may not be as lucrative as those re- 
ceived from the British and French 
Governments at the outbreak of the 
war. Nevertheless they should pro- 
duce profits for the company all in 
al} contributing to the favorable 
outlook throughout our current 
emergency. Post-war prospects are 
difficult to appraise at this time 
but such a future condition is not 
sufficiently imminent at this time to 
warrant the possibility of a pessi- 
mistic outlook for the company. 
Subsidiaries of the company are 
keeping pace in sales and profits. In 
view of the estimated earnings of ap- 
proximately $4.50 per share for the 
full year 1941 and the continuation 
of a liberal dividend policy, it is 
our belief that your stock is worthy 
of full retention at this time. 





Standard Brands 


What is your explanation of Standard 
Brands’ failure, so far this year, to equal its 
1940 earnings despite an increase in dollar 
sales of around 10%? Will this condition 
continue, or do you believe this downward 
trend will be halted by the end of the year? 
Does the prospect of increased government 
regulation constitute a serious threat to the 
gains the company has made recently? Has 
the new high-vitamin bakers’ yeast recov- 
ered some of the business in this field lost in 
recent years? Is it more profitable? Is the 
present dividend (10c quarterly) being 
earned by sufficient margin to assure its con- 
tinuance? What would you advise me to do 
with 200 shares purchased in 1940 at 74?— 
Mrs. B. VanN., Bronxville, N. Y. 


In the first nine months of 1941, 
Standards Brands, Inc., earned 47 
cents per common share as com- 
pared with 48 cents per share for the 
corresponding period of 1940. Fed- 
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eral income and excess profit taxes 
increased in this peried from $2,407,- 
402 to $5,060,364. Sales did show a 
good increase but costs, expenses 
and taxes were considerably higher. 
The prospects for this company are 
not outstandingly promising in view 
of the increasing tax burden, higher 
costs and the possibility of federal 
regulation for selling prices. Raw 
material costs have risen in recent 
months, creating a possible squeeze 
on profits. Sales should continue to 
improve, aided by the new film and 
high vitamin yeast products, which 
in the past without the vitamin con- 
tents in its present publicized form, 
has been very profitable. There ap- 
pears to be sufficient coverage for 
the dividend which is expected to be 
continued at current rates. The 
liquor division is highly speculative 
and the new excise taxes may have 
an adverse affect upon earnings but 
such is not expected to be so serious 
as to cause a material decline in earn- 
ings. All in all, while we consider 
the stock as rather speculative in 
view of the difficulties experienced 
in increasing earning power, we do 
feel that the stock is worthy of re- 
tention in modest amounts in diver- 
sified portfolios. 





international Paper 


I would appreciate your appraisal of the 
near-term dividend prospects for Interna- 
tional Paper common. Will a dividend of a 
fairly substantial amount be declared this 
year—now that preferred accumulations have 
been cleared up—and, in your opinion, do 
the long-term earnings prospects give reason- 
able assurance that such will be continued? 
I purchased 125 shares last year at 20. 
Would additional purchase at this time be 
advisable? In the light of present circum- 
stances do you anticipate an early rise in the 
stock’s market value beyond its present 1941 
peak (20)? Is this company in a favorable 
position, in relation to the rest of the indus- 
try, as regards raw material . . . inventories 
and sources of supply . . . sales and demand 
for its products . . . manufacturing and labor 
costs . . . tax liability (considering, also, 
possible future taxes)?—W. L. G., St. Louis, 
Mo. 


With the clearing up of the pre- 


ferred dividends on International 
Paper Co. preferred stock along 


with the completion of the simplifi- 
cation of corporate structure the 
future for the company is quite 
promising. In the last five years 
International Paper Co. has spent 
approximately 50 million dollars on 
plants and properties other than for 
acquisition of timber tracts. Its 
capacity has been increased approxi- 


mately 50 per cent, all adding to the 
potentialities inherent in the com- 
pany. Whether a dividend will be 
declared upon the common stock 
during the year 1941 is problem- 
atical but it is believed to be a strong 
possibility that in 1942 distributions 
will be made on this stock. Earnings 
prospects are good and should con- 
tinue favorable as long as the war 
lasts. The company enjoys a favor- 
able position in comparison with the 
other companies in the industry 
from the standpoint of inventory 








MOTOR WHEEL 
CORPORATION 


Lansing, Michigan 


Dividend Notice 
October 21, 1941 


The Board of Directors to- 
day declared a quarterly di- 
vidend of forty cents (40c) 
per share on the common 
stock payable December 10, 
1941, to stockholders of rec- 
ord at the close of business 
November 21, 1941. 
C. C. Carlton, 


Vice-President and Secretary. 
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DE SOTO 
PLYMOUTH 


CHRYSLER 
DODGE 


YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 








DIVIDEND ON 
COMMON STOCK 


The directors of Chrysler Corporation 
have declared a dividend of one dol- 
lar and fifty cents ($1.50) per 
share on the outstanding common 
stock, payable December 12, 1941, 
to stockholders of record at the close 
of business November 12, 1941. 


B. E. KUTCHINSON 
Chairman, Finance Committee 














ALLEGHENY LUDLUM STEEL CORP. 
Pittsburgh, Penna. 


Allegheny Ludlum Steel Corporation has declared a year 
end dividend of 75c per share on Common Stock of the 
Corporation payable December 22, 1941 to Stockholders 
of record at close of business December 3, 1941. 

A dividend of $1.75 per share on the Preferred Stock ef 
the Corporation was declared also, payable December 1, 
1941 to Stockholders of record at close of business Novem- 
ber 15, 1941 


NP 
CN. 


COtumaram cAReO* 
COmPARY 


E. J. HANLEY, Sec’y & Treas. 





COLUMBIAN 
CARBON COMPANY 


The Directors ot Columbian Carton 
Company have declared a year end 
dividend of $1.70 per share, payable 
December 10, 1941, to stockholders of 
record November 21, .941 at 3 P M, 


GEORGE L. BUBB 
Treasurer 



























IMPORTANT 


To Investors: 


ERE is a moderate-priced 

service designed to provide 
basic protection against deterior- 
tion of your capital . . . and to 
enhance its growth as opportun- 
ties develop. 


It is based on the indisputable 
premise that you should gear your 
position to the underlying move- 
ments of the market . BUY 
when the trend is UP... SELL 
when the trend is DOWN. 


—o— 


Its Record 


85% accuracy in gauging decisive 
turning points and market move- 
ments over the past two crucial war 
years. 3114 points gain in the aver- 
ages while the market declined 12% 
points... 4514 points better than the 
market. ; 


This would have represented sub- 
stantial profits instead of losses to 
most investors. 


Its Features 


Weekly Bulletin Brings You— 

—Magwall Trend Indicator—shows 
market’s relation to business activ- 
ity .. . whether it is in buying or 
selling zone. 

—Suggested Trading and Investment 
Policy with Conclusions—When to 
Buy and When to Sell. (Telegrams, 
collect, if desired.) 


—Dow Theory Interpretations. 


—You are also welcome to consulta- 
tion on six securities at a time. 


—o— 


If you wish to turn to such a 
service for the reassurance and 
counsel it affords in today's vari- 
able war markets, we suggest that 
you mail your subscription today 
. so that you may have the 
benefits of our advice in the next 
important market move. 


- —- Mail This Coupon Today - - 


THE WEEKLY TREND LETTER 
of The Magazine of Wall Street 
90 Broad Street New York, N. Y. 


CI enclose remittance. {1 Send Invoice 
C] $30 for a six months’ subscription 
(J $50 for a one year’s subscription 
(Your subscription shall not be assigned 
at any time without your consent.) 
RE soho sis Oh yew eos wake saa 


Mail Address 


Telegraphic Address 
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8 Re pe te Nov. 15 
(CO For domestic Air Mail, add $1 for Six 
Months; $2.00 for One Year. 
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and source of supply for all prod- 
ucts. Sales and demand for com- 
pany’s products is good and bids 
fair to continue favorable. While 
operating costs and taxes, with the 
latter more pronounced, will increase 
over the near term it is not our be- 
lief that such increasing burdens 
will prohibit moderate earnings ex- 
pansion. There does not appear to 
be any indication that the company 
is unable to obtain wood-pulp at 
favorable prices or that it is neces- 
sary to use its own timber reserves. 
Even though the latter should be- 
come necessary, the supplies are 
ample for any such contingency for 
some time to come. We therefore 
recommend full retention of your 
commitment in the common stock of 
this company and in periods of mod- 
erate reaction we see no reason why 
additional purchases would not be 
in order. We look for appreciation 
in the value of the company’s stock 
which needless to say would be 
aided by a general advance in the 
market. 





The Shadow of Coming 
Events 





(Continued from page 136) 


the Government agencies directing 
the economic war effort. The pow- 
ers of the Wartime Prices and 
Trade Board which hitherto su- 
pervised supplies and prices of only 
a few commodities (coal, butter, 
bread, etc.) was extended to all 
civilian goods. It will cooperate 
closely with the Wartime Industries 
Board, now charged with control 
over supplies and prices of all war 
materials. Apart from regulating 
prices and supplies, the authority of 
the two boards extends to the licens- 
ing of producers and distributors, 
to the adjusting of tariffs, to the 
examining of books and to the regu- 
lating of instalment buying. 

Under these powers, the Wartime 
Prices and Trade Board has already 
restricted the domestic production 
of radios, refrigerators, washing ma- 
chines and other durable consumers’ 
goods to 75 per cent of last year’s 
production. The manufacturers have 
been warned that they cannot be. 
given any guarantee concerning sup- 
plies of raw materials needed even 
for this reduced scale of production. 


Another order restricts instalment 
buying; the down payment on auto- 
mobiles must be, for example, at 
least 50 per cent of the price. 

The price control order which goes 
into effect on November 17 simply 
forbids anyone to sell after that date 
any goods or supply any services at 
a price or rate higher than the maxi- 
mum price or rate charged for such 
goods and services during the four 
weeks ending October 11, 1940. The 
exceptions are very few, such as the 
prices of stocks and bonds (govern- 
ment bond prices are controlled any- 
how), real estate, perishable farm 
goods, and works of art. In the case 
of farm products, which fluctuate 
seasonally, setting of maximum and 
minimum prices is expected. 

The ceiling itself will not be rigid 
but apparently geared to costs. The 
price of imported necessities such as 
cotton or coal will be subsidized out 
of public funds, if prices get out of 
line with the Canadian ceiling. The 
question is where the line will be 
drawn. Tariffs on such imports as 
sugar, tea, and coffee may eventually 
be lowered to assist the government 
in its price fixing policy. According 
to the Financial Post of Toronto 
some arrangements will be made in 
respect to the maintenance of qual- 
ity, to prevent “chiseling” by substi- 
tution of cheaper materials instead 
of price increases. 

Among the services affected by 
the “ceiling” regulations are rents, 
both commercial and _ residential, 
public utility rates, transportation, 
warehousing, laundering, tailoring, 
dress making and related services, 
plumbing, house painting and even 
restaurant service. Exempted are 
only professional services (medical 
and legal), advertising and interest 
rates. 

The administration of price con- 
trol is to be in the hands of regional 
offices which will be established in 
every community of 10,000 popula- 
tion or over. Rent courts have al- 
ready been set up in cities with 
housing shortages. To make the 
merchandiser abide by regulations, 
all firms and individuals engaged in 
manufacturing and distribution of 
food and clothing, estimated at 
about 200,000, will be required to 
take out licenses. 

In regard to wages, the Govern- 
ment policy of anchoring wages in 
war industries to the cost of living 
index, which has been in effect for 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 








almec 
all it 
basi 
with 
ber 
oblig 
the 
ever’ 
livin 
ried 
as t 
only 
indu 
with 
grad 
ernm 
Th 
ing 
a gor 
Stat 
too ¢ 
legis! 
avert 
level 
perh: 
of Cs 
1939, 
ably 
const 
mucl 
relat: 
ia th 
excus 
Mr. 
or M 
ment 
yet 1 
make 
contr 
war ¢ 
nerak 
to a « 
to pc 
curta 
the s 
We 
rounc 
Cana 
chang 
sidere 
produ 
can § 
have 
mate 
full e 
tive r 
and § 
tional 
could 
000,01 
tures 
share 
are, ¢ 
tions, 
ing a 
in Oc 


NOVI 








1ent 
uto- 
, at 


yOes 
aply 
date 
S at 
!axi- 
such 
four 
The 
the 
ern- 
any- 
‘arm 
case 
uate 
and 


rigid 
The 
h as 
out 
it of 
The 
1 be 
S as 
ally 
nent 
ding 
onto 
le in 
jual- 
bsti- 
tead 


| by 
ents, 
rtial, 
tion, 
ring, 
71C@S, 
even 

are 
dical 
erest 


con- 
ional 
‘din 
pula- 
e al- 
with 
the 
ions, 
od in 
n of 
1 cat 
dd to 


vern- 
es ID 
iving 
t for 


REET 








almost a year, will be extended to 
all industries. While no increase in 
basic wage rates will be allowed 
without permission after Novem- 
ber 15, every employer will be 
obliged to pay a bonus specified by 
the Government: $1.25 a week for 
every five-point rise in the cost of 
living index, the revision being car- 
ried out four times a year. As long 
as the bonus system was applied 
only to war industries, the civilian 
industries were left to bid for labor, 
with the result that wage rates have 
gradually advanced above the Gov- 
ernment stipulated rates. 

The Canadian price and wage ceil- 
ing measure has naturally aroused 
a good deal of interest in the United 
States for the simple reason that we 
too are in urgent need of some price 
legislation if inflation is to be 
averted. While our wholesale price 
level and the cost of living have not 
perhaps risen quite as much as those 
of Canada have since the summer of 
1939, our wage rates are consider- 
ably higher. Likewise our civilian 
consumption probably has expanded 
much more than that of Canada, in 
relation to what was accomplished 
in the way of war effort. Hence, the 
excuses of Government price experts, 
Mr. Leon Henderson of the OPA 
or Mr. Isador Lubin of the Depart- 
ment of Labor, that “we have not 
yet reached the stage which would 
make the adoption of such drastic 
controls necessary,” or “that greater 
war effort makes Canada more vul- 
nerable to inflation,” while correct 
to a degree, sound more like a desire 
to postpone the painful decision of 
curtailing the standard of living for 
the sake of more guns. 

We are fortunate in having a more 
rounded economy than that of 
Canada, of having no foreign ex- 
change problems and of having con- 
siderable reserves of both labor and 
productive capacity. Perhaps we 
can still go on for some time and 
have both guns and butter: an esti- 
mate was made recently that the 
full employment of our idle produc- 
tive resources could add between 20 
and 30 per cent to our pre-war na- 
tional income, meaning that we 
could have something like $20,000,- 
000,000 a year of defense expendi- 
tures without limiting the civilian 
share of national income. These 
are, of course, only rough calcula- 
tions, but in view of rapidly expand- 
ing armament expenditures, which 
in October passed the annual rate 
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of $18,000,000,000, we may be near 
the point at which the painful de- 
cision to freeze the standard of liv- 
ing, if not to curtail it, will be 
necessary. 





Two-Thirds for Defense— 
One-Third for Civilians 
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lar national income, prices and cost 
of living. The national living stand- 
ard would decline somewhat from 
the 1941 peak, the degree of decline 
being wholly unpredictable because 
—for the next two years or more— 
it will depend more upon the factors 
of living costs and taxation than 
upon shortages of consumer goods. 
There will be no serious shortage of 
consumer essentials, but the number 
of styles and designs of many items 
would be drastically reduced in the 
interest of larger and more efficient 
production. If indefinitely con- 
tinued, stoppage of production of 
consumers’ durable goods would im- 
pinge on the living standard, but 
buying of such long-life products 
over the past two years has been so 
heavy that two or three years of 
major curtailment or stoppage in 
new production would impose no se- 
rious hardship on the public. 

To avoid a dangerous degree of 
bank deposit inflation, probably a 
much greater proportion of total 
arms costs will in future be financed 
out of a combination of higher taxes 
on all elements in the population and 
some compulsory defense bond or 
Social Security “savings” scheme. 
Nevertheless, in the writer’s opinion, 
Congress will insist on leaving “rea- 
sonable” profits in the profit sys- 
tem. Aggregate corporate earnings 
would be less than for 1941, possibly 
less than for 1940, but for the ma- 
jority of enterprises engaged in 
manufacture, trade and _ transport 
they no doubt would be well above 
those of such relatively recent de- 
pression years as 1938 or 1934—pos- 
sibly somewhere around the average 
of 1935-1936. There would be, as 
usual, many individual exceptions, 
both ways. Companies affected by 
both operating rigidities and absence 
of dynamic volume gains would be 
in the worst positions; those charac- 
terized by both operation flexibility 
ing and sharp volume gains would 
be in the best position. 


Taken by themselves, the consid- 
erations discussed in this article are 
one thing. Their application to in- 
vestment policy is something else 
again. No doubt in the future, as in 
the past, there will be many neces- 
sities and opportunities for selective 
and discriminating portfolio revi- 
sions. But in taking industrial 
changes into account, timing and 
price are all important. For instance, 
it was many months ago that this 
publication began to call attention 
to the adverse probabilities which 
have since become actualities in the 
consumers’ durable goods industries. 
That was the time to think of them 
in terms of the civilian production 
and profits subject to shrinkage. 
Now is the time to appraise them, 
as the market is realistically doing, 
in terms almost entirely of potential 
defense volume and profits. 

As a_ generality, the present 
average level of equity prices may 
substantially, if not completely, dis- 
count all of the adverse earnings and 
tax contingencies of the next year or 
two. Whether this exact level rep- 
resents bottom or not, it should be 
sufficiently close to it so that, in 
our view, there is just no percentage 
in taking the pessimistic side on a 
longer term view. 





Bonds and Preferred Stocks 
For Increased Yield 





(Continued from page 143) 


dium grade bonds as income produc- 
ing mediums have not gone un- 
marked marketwise, there is still a 
good choice of issues available at 


BOOKS ... . 


FOR THE BUSINESS MAN 


THE AUTOMOBILE INDUSTRY 

E. D. KENNEDY 

Reynal & Hitchcock, Inc. 333 pp. $3.50 
This is the story of the automobile industry 
from the days of the horseless carriage to the 
present. Production, distribution, time-pay- 
ments, trade-ins and used cars all are discussed 
by the author. 





>r>e«« 
IF WAR COMES 
TO THE AMERICAN HOME 
S. F. PORTER 
Robert McBride & Co. 304 pp. $2.50 
A book everyone can understand—vwritten wit- 
tily in the language of ‘‘eve an.’’ The war 
and its effect on the average citizen is dealt with 
in a very thorough fashion. Vital questions con- 
cerning income, savings, rising prices, real estate 
as an escape from inflation, stocks, bonds, com- 
modities, and rapidly rising taxes .. . these and 
many others play an important part in the book. 

>>e<«<« 


These books may be ordered from The 
Magazine of Wall Street book department. 
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There are only 2135 key corporations in the United States; 800 
of which do 70% of the total business done in America! 
e 
The entire Directory of Directors of ALL incorporated businesses 
in the U. S., lists but 80,000 names! 


e 
The 1938 income tax figures disclosed the fact that but 118,000 
people, (including widows) had an income of $10,000.00 or more. 


e 
Of an estimated 8,500,000 U. S. stockholders, less than 75,000 
own fully one-half of ALL corporation stock held by individuals. 
. 
The voting power in the average large corporation is in the 
hands of a little over 1°, of the share holders. 


e 
More than 80% of the stockholders in the U. S. have a dividend 
income of less than $500.00. 


All the leading corporations in the U. S. have their securities 
listed on some Stock Exchange. There are a little over 2,000 of such 
listings! 

e 

The big business market is LIMITED, and the spread of publica- 
tions that cover it, need not run in the hundreds of thousands. Your 
sales message addressed to this market through such media, carries the 
costly burden of EXCESS CIRCULATION! 


e 
This publication blankets the big business market, and does it 
at but $450.00 per page. 


Our reader audience comprises a group of men whom it is vitally 
important for the advertiser to cultivate FIRST. They are not large in 
numbers because, truthfully, there are not many of them! 


. 
They spend MORE and more quickly, not curtailed by the 
weighty problem "Can they afford it!"—and they set the styles for 


others to follow! 
* 


Reach them through this magazine. It is a "MUST ITEM" on 
their reading list—not clipped by their secretaries for their attention. 
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prices affording better than average 
yields. A selection of such issues jg 
included in the accompanying tabv. 
lation. 

The relatively favorable position 
of preferred stocks from the stand. 
point of tax vulnerability by con. 
trast with that of common stocks js 
obvious. Higher taxes may well 
have the effect of freezing common 
stock earnings, if they do not ae. 
tually reduce them. Preferred divi- 
dends are, of course, payable out of 
net income and any diminution of 
earnings resulting from higher taxes 
would lower the margin for preferred 
dividend coverage accordingly. Yet 
if common stock earnings in a num- 
ber of instances are to remain frozen 
indefinitely, the investor holding the 
preferred stock at least has the ad- 
vantage of a prior claim on earnings. 
To that extent the security of divi- 
dends is more assured—and possibly 
the yield is more attractive in relation 
to indicated degree of safety. The 
accompanying list of preferred stocks 
includes a selected number of issues 
which appear to possess considerable 
attraction from the standpoint of 
current income return. These is- 
sues admittedly are not the highest 
grade preferred stocks, but neither 
are they speculative. Possibly the 
chief criticism which might be justi- 
fiably made of them is the compara- 
tively wide range of price fluctuation 
which has characterized them in the 
past. 





For Profit and Income 





(Continued from page 151) 
Columbian Carbon 


Columbian Carbon, one of the two 
leading independent producers of 
carbon black, reported earnings 
equal to $3.54 a share for the capital 
stock in the first six months of the 
current year. These earnings are 
after allowing for income and excess 
profits at the increased rates and 
compare with $3.46 a share in the 
same period a year ago. This year 
the company is having the combined 
advantage of substantially increased 
sales and higher prices. In the first 
half year sales were 27 per cent 
greater than last year and although 
prices have been advanced only 
moderately the present level is re- 
garded as very satisfactory by com- 
parison with the low levels prevail- 
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ing in the past two or three years. 
Formerly export demand for carbon 
black contributed a sizable portion 
of sales volume but the losses in 
foreign sales resulting from the war 
appear to have been more than off- 
set by increased domestic demand. 
Carbon black is an important indus- 
trial product used principally in the 
manufacture of tires, paints and 
printing inks. It is particularly vital 
to the manufacture of synthetic rub- 
ber. As a natural corollary to the 
manufacture of carbon black, the 
company produces and sells large 
quantities of natural gas. Last year 
the company’s sales of natural gas 
increased more than 13 per cent to 
set a new all-time record. With earn- 
iugs for all of 1941 likely to be be- 
tween $6.50 and $7 a share, the 
present $4 dividend may be regarded 
as Wholly secure and at recent levels 
around 80, the shares invite invest- 
ment consideration. Not the least 
of the advantages accruing to the 
company in the present setting is its 
freedom from such problems as re- 
tricted raw materials, priorities, etc. 





Happening in Washington 





(Continued from page 133) 
substitutes will continue, but agri- 
cultural experts have discouraged 
the OPM from hoping Western 
Hemisphere silk can be produced in 
time for use in the present war. 


Social security overhaul will be 
deferred until next session. It will 
then be pressed with the unavowed 
intent of making the individual 
more dependent on the Govern- 
ment. This is to be achieved by 
(1) centralizing control in Washing- 
ton, (2) broadening benefits, and 
(3) redistributing wealth through 


transfer of taxes from wealthy 
states to poorer states. It’s a com- 
ponent of New Deal domestic re- 
form but will be thrust upon Con- 
gress in the name of post-war 
precaution. 


Rubber supply in this nation will 
shortly be fortified through another 
agreement with the British. A Lon- 
don spokesman is expected in Wash- 
ington shortly to arrange this deal. 
Delivery of 100,000 to 200,000 tons 
of raw rubber will be guaranteed by 
the dicker. 





Don't Sell Your Utilities ... 
—If You Are Holding the 
Right Kind 





(Continued from page 141) 


probably result in at least sta- 
bilization of Western Union earn- 
ings at better than satisfactory 


levels. With prospects for sustained 
business at high levels for the dura- 
tion of the war and the probability 
that previously severe competition 
will be eliminated in the near term, 
there is no reason why the shares 
should be sacrificed at current prices 
which, on the whole, appear to con- 
sider the worst factors in the situa- 
tion while placing no excessive value 
on the many favorable possibilities. 





Leaders and Laggards In 
Corporate Earning Power 
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be added by the increases in the 


armament effort currently being 
mapped out in Washington. More- 


over, prevailing ceilings on output 
of numerous individual armament 
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producers will be lifted to an aston- 
ishing extent by greater efficiency in 
application of plant, equipment, and 
labor. Consequently, investors may 
quite readily delay judgment on 
whether aggregate corporate profits 
have passed their peak, and mean- 
while continue to exercise diligence 
and care in the selection of individ- 
ual stocks which have promise un- 
der the unprecedented circumstances 
of today. 
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(Continued from page 153) 
Electric Boat Co. 


The common stock of Electric 
Boat is currently selling closer to 
the low of the year than the high 
as in the case of several of the other 
stocks being given another look at. 
In relation to potential earnings 
during the next few years, the stock 
consequently has merit as a strictly 
war speculation if held in moderate 
amounts in diversified portfolios. 
Capacity operations are virtually 
assured for a protracted period by 
submarine contracts valued around 
$120 million, and some $11 million 
in naval contracts for speedy tor- 
pedo boats and submarine chasers 
on which the Eleo division is cur- 
rently engaged. Further increases 
in the rate of operations may be 
expected as a result of the comple- 
tion of a $5 million plant expansion 
program this summer, which was 
mostly financed by the Navy. 

The aggressive naval construction 
program of recent years resulted in 
sharp earnings gains, earnings per 
share having increased each year 
from $0.68 for 1938 to $2.89 per 
share for 1940. While heavier taxes 
will restrict further gains, the in- 
creased rate of operations promises 
to lift returns this year above last 
vear. Finances are considered ade- 
quate, although expanding volumes 
require increased working capital. 
As a measure of conservatism, divi- 
dends have not kept pace with the 
sharp increases in earnings during 
the last two years. Disbursements 
were resumed in 1936 after a lapse 
of 18 years, and were continued at 
$0.60 per share from 1936 through 
1939, being increased to $0.80 in 
1940. While only $0.40 has been 
distributed thus far this year, total 
1941 payments at least equal to 
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1940 are expected. 

Capitalization consists solely of 
752,725 shares of $3 par value com- 
mon stock. 


Gulf Oil Corp. 


Since Gulf Oil has one of the 
largest marketing systems in the 
eastern half of the United States, 
the lifting of the restrictions on sale 
and use of petroleum on the East 
Coast virtually assures earnings this 
year considerably in excess of the 
$2.44 per common share reported 
for 1940, despite the burden of 
heavier taxes. Prior to the termina- 
tion of the East Coast oil shortage 
controversy, and the pronounce- 
ment by Secretary Ickes that the 
shortage was rapidly being elim- 
inated, indications were that the 
East Coast rationing of gasoline 
would not curb Gulf Oil’s favorable 
volume. This expectation was 
based on a probable gain in exports 
and increased British takings of 
output in Venezuela, where the com- 
pany ranks as one of the biggest 
producers. 


Also favorable from a profits angle 
have been the price increases on 
numerous petroleum products. Op- 
erations of Gulf Oil are fairly in- 
tegrated, and the company conse- 
quently is less dependent than many 
oil units on a favorable spread be- 
tween crude oil prices and prices of 
refined products. Rather, earnings 
tend to reflect the trend of prices for 
refined products, and, since the 
trend has been upward, the implica- 
tions earningswise also are favorable. 

The company is one of the largest 
domestic crude oil producers and 
refiners, and has extensive transpor- 
tation facilities, including pipelines 
and tankers, to service its refineries 
and marketing system. In 1940, 
the company’s’ crude output 
equalled around 87 per cent of its 
refinery requirements, and this per- 
centage should be improved upon 
by the expansion in its domestic 
crude output indicated by develop- 
ment especially of West Texas and 
Coastal areas. 


Despite extensive expansion un- 
dertaken in recent years which was 
largely financed out of earnings, the 
enterprise has maintained a secure 
financial position and has reduced 
its long-term debt. In keeping with 
this financial policy, dividends have 
been conservative in relation to re- 
ported earnings, having been $1 per 
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share in 1938 and 1939, and $1.25 in 
1940, although earnings recovered 
from $1.43 per share for 1938 to 
$2.44 per share for 1940. Thus far 
this year, the company has distrib- 
uted three dividends of 25 cents 
each, but the probabilities are that 
year-end disbursements will make 
the 1941 total at least equal to the 
$1.25 per share paid last year. 

The 9,076,202 common shares of 
$25 par value are preceded in the 
capital structure by some $48,500,- 
000 in funded debt. In addition, 
the company has a long-term oil 
sales contract or obligation for some 
#81,200,000, which is carried in the 
balance sheet as an unadjusted 
credit. 
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of 1940. Second half earnings will 
probably continue the trend al- 
though some of the improvement 
in business will be offset by the most 
recent increase in taxes. Neverthe- 
less, it is probable that full year 1941 
results will be moderately better 
than those of a year ago and the 
regular $2 annual dividend will pos- 
sibly be supplemented by an extra 
payment. 

Phelps Dodge is perhaps the lead- 
ing producer of domestic copper and 
almost all of it is relatively low 
cost. Last year, Phelps Dodge pro- 
duced approximately 319,000,000 
pounds of copper and is expected to 
reach at least 350,000,000 pounds 
this year. When the Morenci mine, 
already mentioned, reaches full pro- 
duction, it will add approximately 
another 125,000,000 pounds or more 
to the total. There are also several 
marginal properties that could be 
operated if copper prices were 
higher or a Federal subsidy ob- 
tained. While the output of these 
properties would not be very heavy, 
their returns would add _ substan- 
tially to the company’s income 
Phelps Dodge does not have a labor 
contract geared to the price of cop- 
per and thus has been faced with 
rising labor costs. On the other 
hand, production has been suffi- 
ciently high from all properties to 
permit some gains in earnings as 
exemplified by first half results for 
this year which indicated $1.38 a 
share of common stock as compared 
with $1.35 a share in the most ac- 


tive last half of 1940 and $1.14 a © 
share in the comparable portion of © 
1940. With moderately higher cop- © 
per prices prevailing over a year ~ 
ago, it is probable that Phelps ~ 
Dodge will report earnings close to ~ 
$3 a share and therefore the pros- © 
pects are for a somewhat improved — 
year’s dividend payment. 3 

The situation of Inspiration Con- | 
solidated Copper typifies what may 
be expected of some of the smaller ~ 
mining companies when demand is 
good and prices fair. Inspiration 
has fairly high cost overall produc- 
tion but by working only that part 
which may be done at a profit, the 
company has succeeded in making a 
very satisfactory showing. Cur- 
rently approximately 35 per cent of 
the facilities are idle but since they 
involve the production of approxi- 
mately 1,200 tons of copper month- 
ly, there is a distinct possibility 
that they will soon be operated 
under Government subsidy. Actual 
copper output this year will prob- 
ably not be considerably greater 
than that of a year ago but the 
average prices received will be mod- 
erately higher and thus it is likely 
that in spite of higher taxes and 
labor costs, earnings will show a 
modest improvement. For the first 
half of 1941, Inspiration reported 
earnings of $0.83 a share as com- 
pared with about $0.70 a share in 
the same period of 1940. Year end 
adjustments will probably _ be 
smaller than a year ago for there 
will be no deferred development 
costs to write off and_ interest 
charges will be considerably smaller. 

The nearer term prospect for the 
domestic copper producers is quite 
satisfactory. Costs will, of course, 
advance but there is a strong chance 
of an increase in copper prices or 
at least the operation of long idle 
roarginal mines. Those with exten- 
sive foreign interests have a longer 
term possibility of selling their 
foreign copper in this market on a 
better basis than heretofore, either 
through total suspension of the 4- 
cent customs barrier or by a sharp 
reduction in the impost. With 
earnings continued at good levels. 
income from dividends should be 
substantial. The greatest uncer- 
tainty is that forced abstinence 
from the use of copper by civilians 
may result in the adoption of sub- 
stitutes which will prove difficult to 
displace once the current emer- 
gency has subsided. 
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